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Profits and Stock Values 


With June 30 approaching, 
directors and accountants of 
Victorian companies will need 
to consider the effects on their 
published financial reports of the re- 
cent amendments to the Victorian 
Companies Act. Section 123 (5) of that 
Act, which deals with the directors’ 
report required to accompany the pub- 
lished balance sheet, now provides in 
part as follows: 
... there shall be attached to every such 
balance-sheet a report by the directors with 
t to the state of the company’s affairs, 
uding information as to whether or not 
the results of the year’s operations (as dis- 
dosed in the profit and loss account or the 
income and expenditure account) have in the 
are of the directors been materially 
lected by items of an abnormal character 
including, without affecting the generality 
of the expression “items of an abnormal char- 
ater”, any writing off of large amounts of 
bad debts, any substantial increase or de- 
@ease in the value of trading stock owing 
toa change in the basis of valuation, any 
tem of an unusual nature or value which 
Gppears in the accounts, and any absence 
the accounte of any item usually in- 


(The words in italics were added by 
the Companies Act 1955, and affect 
company reports published after 31 
January, 1956). 


The reason for this particular amend- 
Ment is to be found in recommenda- 
tion 21, paragraph (f), of the Report 
of the Statute Law Revision Commit- 
lee! There it was pointed out that the 
expression “items of an abnormal char- 
ter” could be interpreted as meaning 
external factors affecting the trading 
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result, such as general economic con- 
ditions, import controls, etc., and that 
frequently the expression was so inter- 
preted. In the opinion of the Commit- 
tee this was not the proper construc- 
tion to be placed on the words, and it 
recommended that the Act be amended 
so as to make it plain that what was 
expected in the directors’ report was 
a disclosure of abnormal items which 
had affected the computation of profit, 
as for example the writing off of an 
unusually large amount of bad debts. 

Most accountants and, one hopes, 
directors, will approve this as a reason- 
able and proper requirement. But with 
the best will in the world, many of 
them may have great difficulty in cal- 
culating the amount of “any substantial 
increase or decrease in the value of 
trading stock owing to a change in the 
basis of valuation.” It is easy to state 
in general terms what is expected. The 
Attorney-General said in Parliament:* 

What is really required is that the direc- 
tors’ report attached to the balance sheet 
should give information as to when a change 
has occurred in the basis of valuation, such 
as a change from valuation at cost price to 
valuation at current price. 

Clearly, in the simple situation en- 
visaged in this explanation, reasonably 
accurate measurement of the effect of 
a change in the basis of valuation is 
both possible and practical. However, 
in the more common and more complex 
situation where at least two bases (e.g. 
cost and market) are applied in the 
valuation of both opening and closing 
stocks, there will almost certainly be 
some inconsistency in valuation which 


2. Hansard, 21 Nov. 1955, p. 1734. 
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will affect the profit, but it is difficult 
to see how the effect of this inconsist- 
ency can be measured with any accur- 
acy. 

Aside from this, it may be ques- 
tioned whether the Victorian amend- 
ment covers the very common case 
where both opening and closing stocks 
have been valued in accordance with 
the cost-or-market rule. Despite 
mounting criticism, this rule is still 
widely approved’ and is often described 
as a basis of valuation rather than 
two alternative bases. 


Notwithstanding the practical diffi- 


culties involved, it is to be hoped that 
the spirit of the Victorian amendment 
will be observed. Numerous companies 
are already adopting a much higher 
standard of disclosure than is required 
by law, and as this development con- 
tinues, the need for legislation of the 
kind described will gradually disap- 
pear. On the question of stock values, 
many accountants would certainly go 
a great deal further than the legisla- 
tion and would argue that the proper 
course is to adopt a method of valua- 
tion that is consistent from period to 
period, thus eliminating the _profit- 
distortion that arises through incon- 
sistencies of method. 





3. For example: “the ordinary principles of 
commercial accounting require that in the 
profit and loss account of a merchant’s 
or manufacturer’s business the values of 
the stock-in-trade at the beginning and 
at the end of the period covered by the 
account should be entered at cost or market 


Electronics Made Easy 


No longer is there any justifi- 

cation for the misgivings of 

many accountants over the elec- 

tronic computer — misgivings 
which stem from a fear that the 
accountant will be obliged to accept 
the computer’s end-product (“output 
data” in the new jargon) without ever 
understanding how the thing works. 
The American firm of Haskins & Sells 
has now published a small book whose 
stated object is “to portray broadly the 
nature and implications of the new 
techniques available in the electronic 
system and the task to be met in learn- 
ing to use them effectively.” It 
achieves this object by whisking away 
the curtains of mystery in which most 
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price, whichever is the lower”: per Lord 
Clyde in Whimster & Co. v. Commissioners 
of Inland Revenue (1925), 12 T.C. 813; 
cited with approval by Singleton, L. J., in 
Patrick v. Broadstone Mills Ltd. (1954), 
35 T.C. 44 (at p. 65). 


laymen have hitherto found the sub- 
ject to be shrouded. 

There is a current misconception, for 
example, that the binary system is ex- 
tremely difficult to understand. This 
book shows that, on the contrary, it is 
very simple. It is the system of count 
ing that human beings might have 
adopted had they been equipped with 
only two fingers each instead of ten. 

Under the decimal system, which we 
normally use, each digit in a number 
has ten times the value of the digit on 
its right. Thus the number 111 
decimal! notation is (reading from right 
to left) one plus ten plus a hundred, 
i.e. one hundred and eleven. Under 
the binary system, each digit has only 
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twice the value of the digit on its right. 
Thus the number 111 in binary nota- 
tion is (reading from right to left) 
one plus two plus four, i.e. seven. In 
binary notation, therefore, the decimal 
digits 0 to 9 are expressed as follows: 
Decimal Pinary 
digit notation 
0 
1 
10 
11 
100 
101 
110 
111 
1000 
1001 


The advantage of the binary system 
in electronic recording is that only two 
symbols, 0 and 1, are used. The elec- 
tronic circuit known as a flip-flop cir- 
cuit has two physical states which may 
be described as “off” and “on”, and 
these two states can be made to repre- 
sent respectively the symbols 0 and 1. 
It will now be seen that a group of 
four inter-connected flip-flop circuits 
can be used to record in binary nota- 
tion the decimal digits 0 to 9. If ® 
designates a circuit in the “on” state, 
and O a circuit in the “off” state, the 
states of the circuits could be: 

Decimal Binary States of 

digit notation circuits 
0 
1 
10 
11 
100 
101 
110 
111 
1000 
1001 e 

If a pulse is applied to a flip-flop 
tircuit, the state of the circuit is 
changed. Thus the application of a 
pulse to a circuit in the “off” state will 
Convert it to the “on” state. Assume, 
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for example, that the circuits record 
the decimal number 4 (100 in binary 
notation). The register will then be 
in the following state: 

16) e O 0 


Now assume that it h. desired to add 
the decimal number 2 (binary number 
10) into the register. “This may be done 
by moving pulses (P) and no-pulses 
(-) into the register, representing 
the decimal number 2, or in binary 
notation : 
2] ix P « 

If these pulses and no-pulses are ap- 
plied successively from the right, the 
effect will be: 


State of register at beginning 0 @ 0 O 


Application of no-pulse at 
gan 8 - 
State of register thereafter o@e@00 


Application of _ at second 
from right . be ae 
State of vealeler thereafter o@e@e@0 


Application of no-pulse at 
third from right .. .. .. - 


State of register thereafter 0 @ @ O 


Application of no-pulse at 
fourth from right . 


State of register thereafter o@e@e0 


Thus on completion of the operation 
the circuits represent binary number 
110, or decimal number 6, which is the 
sum of decimal numbers 4 and 2. 

A slightly different situation arises 
where a pulse is applied to a circuit 
that is already in the “on” state. In 
this case the circuit is converted to the 
“off” state, but a pulse passes to the 
next adjoining circuit and has a cor- 
responding effect there. This may be 
illustrated by assuming that the reg- 
ister records the decimal number 3 
(binary number 11), and is therefore 
in the following state: 

O 0 a ae 
It is desired to add into the register 
the decimal number 5 (binary number 
101), and this will be done by moving 
pulses and no-pulses into the register 
as follows: 

- P _ P 
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The effect of this eperation will be: 
State of register at beginning O O @ @ 


Application of pulse at right P 
State of register thereafter* 0 @ 0 O 


Application of no-pulse at 
second from right . 


State of register thereafter 0o@00 


Application of pulse at third 
from right .. .. . 
State of register thereafter @ooo 


Application of no-pulse at 
fourth from right .. .. .. - 
State of register thereafter @ 0 0 0 


At the end of the operation the register 
records the binary number 1000, i.e. 
decimal number 8, or the sum of deci- 
mal numbers 3 and 5. 


In order to record decimal numbers 
over 9, it is necessary to have carry- 
overs into successive banks of circuits. 
Obviously, to record thousands in the 
decimal system, it will be necessary to 
have four banks of binary circuits. The 
decimal number 3412, for instance, 
could be registered thus: 


Decimal 
digit 
Thousands .. .. .. 3 
Hundreds 4 
DL af partic cae adh 1 
Units .. . 2 


This system of using up to four binary 
digits to represent each decimal digit 
is called the binary coded decimal sys. 
tem. 


The only mathematical process illus. 
trated has been addition. Subtraction, 
multiplication and division may be 
accomplished as variations of addition: 
subtraction by the addition of comple 
ments; multiplication by successive 
addition; division by successive sub- 
traction. 


It will be realised that these fantas- 
tic electronic brains approach calcula- 
tions in a very simple fashion. At first 
glance it may appear that the simpii- 
city of approach would waste time. 
However, this type of machine is 
capable of multiplying two 5-digit 
numbers 1250 times a second, and be 
cause it makes use of electronically- 
stored programmes, it is able to handle 
complex calculations. For example, a 
computer wi compute and print a 
payroll, handle inventory control, or 
prepare cost dissections; in fact, it will 
undertake any of those functions of 
business which are “data processing”. 





Binary 
notation 
11 
100 

1 
10 





*The effect of applying a pulse to the right- 
hand circuit is that this circuit, being in the 
“on” state, is converted to the “off” state; a 
pulse passes to the next circuit, the second 
from the right, which being in the “on” state 
is also converted to the “off” state; a pulse 


now passes to the circuit third from the right, 
which being in the “off” state is converted to 
the “on” state. The pulse has no further effect 
once an “off” circuit has been converted to 
the “on” state. 
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The Seventh International Con- 
gress of Accountants will be 
held in Amsterdam from 9 to 
18 September 1957. The spon- 
soring bodies are the Nederlands In- 
stituut van Accountants (Netherlands 
Institute of Accountants) and the 
Vereniging van Academisch Gevormde 
Accountants (Association of Univer- 
sity Trained Accountants), who have 
nominated a Congress Committee. 


The following subjects will be dealt 
with at the Congress: 


. Principles for the 
profession ; 

. The verification of the existence of 
assets ; 

. Budgeting and the corresponding 
modernisation of accounting; 


. The internal auditor; 


. Business organisation and the pub- 
lic accountant; 


. Ascertainment of profit in business. 


The speakers at the Congress may 
we the English, French, German or 
Dutch language. Provision is being 
made for translation of the addresses 
by using the simultaneous interpreta- 
tion system, which will enable the audi- 
ence to follow the speakers in any of 
the three first-mentioned languages. 


Further announcements, including 
information concerning the opening 
and closing dates of registration, will 
be published later. 


Company law and the Commonwealth 


In reply to a series of questions asked 
by the Deputy Leader of the Opposi- 
tion (Mr. Calwell), the Prime Minister 
said in Parliament last month that 
ertain matters affecting company 
nership and control would be re- 


accountant’s 


The Australian Accountant, May, 1956. 


ferred to the all-party constitutional 
committee which the Government is to 
appoint. The questions asked by Mr. 
Calwell referred to take-over bids, and 
arose out of the recent attempts by 
Waltons-Sears Ltd. to acquire a con- 
trolling interest in Cox Bros, (Aus- 
tralia) Ltd. 

It is of course well known to accoun- 
tants that the Commonwealth at pre- 
sent lacks the constitutional power to 
legislate on company matters. It sought 
that power (for a limited period) at a 
referendum held in 1944, but the refer- 
endum was lost. (At the same time 
the Commonwealth also sought to have 
a number of other powers transferred 
to it from the States, and it was this 
whole proposal that was opposed by 
the Opposition of the day and was re- 
jected by the electorate.) 

It may well be that a new proposal 
for uniform company legislation will 
emerge from the deliberations of the 
all-party constitutional committee. In 
any event, it seems clear that the com- 
mittee will have to consider aspects of 
company legislation in which accoun- 
tants are particularly experienced and 
interested, so it is to be hoped that 
the accountancy profession will be 
represented on it. 


Long service leave 

The Victorian Industrial Appeals 
Court last month dismissed a number 
of applications for exemption from the 
long service leave provisions of that 
State’s Labour and Industry Act. These 
were the first applications to be heard 
since the legislation was amended late 
in 1955. 

Section 153 of the Act sets out the 
circumstances in which the Court may 
exempt an employer from the opera- 
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tion of the long service leave provi- 
sions. The Court must be satisfied that 
the workers, in respect of whom exemp- 
tion is sought, are entitled under the 
terms of their employment to super- 
annuation and/or long service leave 
benefits on terms not less favourable 
than those prescribed by the legisla- 
tion; and also that their entitlement 
under the terms of their employment 
would serve the workers’ interests 
better than their entitlement under 
the Act. The applications were re- 
jected because, in the Court’s opinion, 
the second of these requirements was 
not fulfilled. The Court said: 


In all the superannuation schemes before 
us, the employee may forfeit his superannua- 
tion benefits if his services are terminated 
any time before he reaches the age of sixty 
or sixty-five years, as the case may be, for 
reasons less serious than those required by 
the Act before an employee forfeits his 
benefits under it. This, in our opinion, is so 
serious in its nature and its possible conse- 
quences that no scheme which contains such 
a power could be regarded as creating an 
entitlement which would better serve the 
interests of the worker than the entitlement 
under the Act. 


However great the prospective benefits may 
be under the scheme they are not “entitle- 
ments” in the sense contemplated by the Act. 
The Act is concerned not with hopes in the 
way of discretionary gifts but with what the 
Act refers to as “entitlements”. For this 
reason also, the Court would refuse to grant 
an exemption where the trust deed contained 
such discretionary powers. 


The judgment added that any trust 
which created a discretion in the trus- 
tees as to what was to be done with 
the employees’ contributions to a super- 
annuation fund would ordinarily pre- 
vent an entitlement under the trust 
from being regarded as better serving 
the interests of the worker than an 
entitlement under the Act. 


Tax rates in U.S.A. 


Excerpts from the report of a Senate 
House sub-committee on tax rates in 
the U.S. will make interesting reading 
for Australians, who would also like 
to see taxes come down, but see little 
hype of any reduction in the immediate 
future. 


182 


“A tax reduction next year in the 
face of a booming economy,” the report 
said, “might well be _ inflationary, 
Rather, tax policy aimed at stabilising 
the nation’s economy would call for 
applying the surplus to reducing the 
bank-held Federal debt . . . We should 
reduce the Federal debt during periods 
of boom to offset the deficits during 
periods of recession and depression.” 
The report added, however: “If we 


succeed in moderating short-run fluc- 
tuations in economic activity, we can 
count on a steady growth over the next 
decade which will make possible within 
that decade substantial reductions in 
effective Federal tax rates—perhaps 
by as much as one-third.” 


The export problem 

A crisis brings corresponding oppor- 
tunities, and the present difficulties p 
Australia’s balance of trade provide 
opportunities for constructive steps to- 
wards encouraging better exporting 
techniques. One of the very practical 
responses to the situation is the de 
cision of the Melbourne Chamber of 
Commerce to sponsor the formation of 
an Institute of Export to provide train- 
ing for exporters. It will be like the 
London Institute of Export, and will 
run a two-year course at the Univers- 
ity of Melbourne to provide training 
in commercial law, market research, 
finance of foreign trade, oversea trade 
agreements and related matters. It is 
to be hoped that the practical men of 
commerce will see that this provides 
a grand opportunity to give executives 
and potential executives the grounding 
in fundamentals which can often make 
the difference between a good and an 
extra good manager. 


America prospers 

The economic indicators show that 
the U.S. economy is still very prosper- 
ous, although the rate of growth 3 
probably slackening. The Chase Mat- 
hattan Bank, after reviewing the fac- 
tors making for growth and those mak- 
ing for decline, sums it up by saying 
that “the forces making for restraint 
have been gaining strength,” and 
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“1956 is likely to see a levelling of the 
business curve—it can be a period of 
consolidation of past gains and of pre- 
paration for a renewal of sound econo- 
mic growth.” 


Prospect for wool 


Latest summary of the Australian 
wool situation by the Bureau of Agri- 
cultural Economics suggests that 1956 
world consumption will have to be 
greater than 1955 consumption if 
stocks are to be absorbed. “There is 
every reason to believe that such an 
increase in consumption will even- 
tuate,” they assure us. One of the 
reasons the Bureau gives is that there 
is a tendency for controls on consumer 
credit to shift demand away from the 
more durable type of goods, so that 
demand for textiles may benefit. A 
supporting argument is provided by 
the lower and more stable prices for 
wool. So for the “remainder of the 


season,” the Bureau forecasts, “prices 
are expected to change little from their 
present levels—certainly no significant 


rise can be anticipated—and the aver- 
age price for Australian greasy wool 
will probably be about 60 to 62 pence 
for the season, compared with 70.88 
pence last year.” 


Gold statistics 


A number of significant things are 
revealed in the statistics of gold pro- 
duction and movements in Australia, 
released by the Statistician. We find, 
for example, the net subsidy payments 
made to Australian gold producers by 
virtue of the Gold Mining Industry 
Assistance Act of 1954. Premiums re- 
ceived by producers from the sale of 
gold overseas by the Gold Producers’ 
Association are offset against subsidy 
payments. Beginning in March, 1955, 
payments had totalled £237,000 by the 
end of that year, and a further £34,000 
was paid in January. Another inter- 
esting thing about the Australian gold 
industry is that considerable imports 
come from New Guinea, New Zealand 
and Fiji, presumably for refining. 
And Australia has not exported all the 


The Australian Accountant, May, 1956. 


gold she has produced and imported in 
recent years. Stocks were built up by 
more than 300,000 fine ounces during 
1953-54 and again in 1954-55. Last 
January, the addition to stocks 
amounted to more than 130,000 fine 
ounces, 


Reviving Japanese trade 

In recent years, the Japanese 
economy has shown material recovery, 
both internally and externally. This 
has been greatly helped by a deliberate 
policy of deflation, which caused some 
hardship and unemployment. How- 
ever, the improvement is shown intern- 
ally by better production and a reduction 
of the very high interest rates, while 
the oversea trade balance has greatly 
improved. Further improvement may 
be expected as a result of trade ne- 
gotiations with various countries, in 
which Japan has recently been en- 
gaged. One of the important results 
is an agreement with U.S.A., reached 
last September, under which reciprocal 
concessions have been made. United 
States imports into Japan, on which 
Japan granted concessions, were re- 
presented in 1953 by about $400 mil- 
lion worth of the total imports by 
Japan from U.S.A., totalling $760 mil- 
lion. Tariff reductions were made on 
goods valued at some $60 million, 
while it was agreed not to raise duties 
on other items of import. On the other 
side, U.S.A. granted concessions on 
Japanese goods, which were imported 
into U.S.A. in 1954, to the value of 
about $180 million. 


One of the signs of a stronger inter- 
national payments position, which is 
of great significance for Australia, is 
that Japan is expected to import about 
900,000 bales of wool in the financial 
year just begun, compared with 
700,000 bales in the preceding year. 


Retail sales 


The value of retail turnover in a 
sample of Melbourne stores in Febru- 
ary, 1956, was 6 per cent. higher than 
in the previous February. Most of 
this rise could be accounted for by the 
fact that February this year had 
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twenty-five working days compared 
with twenty-four in February, 1955. 
Also, prices have probably risen on 
average. The rate of increase in re- 
tail turnover appears to be tapering 
off, for the 6 per cent. increase from 
February to February compares with 
a 7.6 per cent. increase for the months 
August-February inclusive, compared 
with the same months in the previous 
year. 


To the lowest bidder 

An interesting way of attracting 
bank deposits is announced from Cey- 
lon. There the Bank of Ceylon is in- 
viting deposits for four-, five- or six- 
year terms on a tender basis and ac- 
cepting the tender quoting the lowest 
rate of interest. The deposits, which 
will finance building and development 
projects, are transferable and with- 
drawable on certain conditions. This 
seems to offer another way for the 
banking system to help develop an ac- 
tive money market, and may be applic- 
able in Australia. 


The Accountants Club 

Sydney’s Accountants Club was of- 
ficially opened by His Excellency 
the Governor of New South Wales, 
Lieutenant-General Sir John North- 
cott, K.C.M.G., K.C.V.O., C.B., on 
March 28 last. His Excellency un- 
veiled a commemorative plaque to 
mark the honour conferred on the 
Club. 

The Accountants Club was formed 
several years ago and now occupies 
extensive first-floor premises in Pitt 
Street. One of the features of the 
premises is a mural by Mrs. Dahl 
Collins which depicts the development 
of accounting from earliest times. 
Ordinary membership of the Club is 
restricted to persons who are mem- 
bers of recognised bodies of account- 
ants. 

The Club’s President is Mr. O. H. 
Paton, F.A.S.A., a Vice-President of 
the Australian Society of Accountants, 
and the Honorary Treasurer is Mr. 
S. R. Brown, LL.B., F.A.S.A. 
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Stamping Receipts 

The item in your March issue (p.90) 
commenting upon the position in New 
South Wales with regard to the obliga- 
tion to issue receipts is noted with in- 
terest. This matter has been the sub- 
ject of considerable speculation and dis- 
cussion in the writer’s office and is 
possibly of sufficient topical interest, 
at least to members in this state, to 
merit an article in the journal amplify- 
ing legal opinion on the current posi- 
tion. 


Notwithstanding the 1955 amend- 
ment, a number of large organisations 
continue to issue receipts only when 
specifically requested to do so, and ad- 
vice to this effect is incorporated in 
their statement to the debtor, which 
also makes provision for his request 
for a receipt. 


The amateur conclusion reached in 
our discussions was that the obligation 
to “tender” a receipt is possibly met 
by the written notice given to the 
debtor under the above practices, and 
there is, therefore, no refusal or omis- 
sion. From this standpoint the amend- 
ment does not seem to create any new 
obligation. 


Quite apart from the matter of 
stamp duty, it is interesting to specu- 
late on the future of the conventional 
receipt. There does seem to be strong 
argument in favour of dispensing with 
it where payment is made by cheque, 
and perhaps in time we might see the 
general adoption of the American sys 
tem of order cheques returned by the 
bank to the drawer after payment. 
Where payments are commonly made 
by cash or money order, the separate 
receipt is fast giving place to a cash 
register imprint on the statement. 


C. A. O’LEARY 
Sydney 
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RECENT LEGAL DECISIONS 


One of those retirements 


For various reasons such as taxation, 
or even the idea of upholding the self- 
esteem of a respected senior, it is quite 
common to camouflage a retirement 
agreement by dressing it up as a coven- 
ant not to compete, a covenant to ren- 
der technical assistance and what have 
you. Does this affect the measure of 
damages if the company breaks its 
contract? 


In Canadian Ice v. Sinclair (1955), 
5 D.L.R. 1, before the Supreme Court 
of Canada, the manager, Sinclair, re- 
tired under an agreement for a regular 
salary, he covenanting in return not 
to compete, to promote the company’s 
interests, and to be available as a con- 
sultant, devoting only as much of his 
energy to the company as was consis- 
tent with a life of reasonable leisure 
and retirement from active business. 


The company having repudiated, the 
Court held that the proper measure of 
damages was the full value of the retir- 
ing allowance. If the company did not 
consult him to the extent permitted 
that was its fault, not his, and for the 
retiring manager to attempt to reduce 
his damages by seeking other employ- 
ment was quite inconsistent with the 
life of leisure and retirement which 
the agreement contemplated. 


Gold clause in a lease 


Gold clauses have fallen out of 
favour for the obvious reason that if 
they were to become common it is cer- 
tain that the Government would inter- 
vene. However, one occasionally meets 
examples, and it appears that unless 
legislation renders them invalid they 
are perfectly legal and can be enforced. 


Thus some years ago we had in Aus- 
tralia a long-term contract for the sale 
of land by instalments, which the 
parties had tacked to the Statistician’s 
cost of living figures and which the 
High Court upheld: Stanwell-Park 
Hotel v. Leslie (1952), 85 C.L.R. 189. 


The Australian Accountant, May, 1956. 


E. H. COGHILL, LL.M. 


A similar case is Treseder-Griffin v. 
Co-operative Insurance Society Ltd., 
[1955] 3 W.L.R. 996, in which a les- 
see promised to pay a rent “either in 
gold sterling or Bank of England notes 
to the equivalent value in gold ster- 
ling” of £1,900. 


The Court held that there was at 
common law nothing illegal in such a 
contract, that no financial legislation 
touched it, and that the lessee must 
pay the lessor such an amount as would 
enable the lessor to buy 1,900 sov- 
ereigns from an authorised gold dealer. 


The dissenting shareholder 


In March, 1954 (24 A.A. 105) I put 
my neck out by saying that I thought 
the decision of the Supreme Court of 
Canada in Rathie v. Montreal Trust 
Co. (1953), 4 D.L.R. 289, made bad 
law. I am now extremely pleased to 
find this view supported by Wynn- 
Parry, J., in Re Western Manufactur- 
ing Co., [1953] 3 A.E.R. 733. His 
Lordship was too polite to say that the 
earlier decision was wrong, for he dis- 
tinguished it on various grounds, un- 
intelligible to at least one reader. How- 
ever, it is pretty obvious what he 
thought of it. 


The point is this. The small minor- 
ity shareholder who will not come into 
the amalgamation is often a nuisance 
and sometimes a blackmailer, and the 
Companies Acts of the U.K., Canada 
and the various Australian States 
enable the majority to acquire his 
shares compulsorily if the offer has 
been approved by over 90 per cent. of 
the shareholders “within four months 
after the making of the offer.” 


Rathie’s Case decides that you must 
give the shareholders exactly four 
months, neither more nor less, or else 
you cannot use your compulsory 
powers. There the “take-over com- 
pany” made an offer to the sharehold- 
ers, giving them only a fortnight to 
accept or reject it, and got their 90 
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per cent. within that period. The 
Supreme Court of Canada refused to 
allow it to exercise the compulsory 
powers given by the section against 
the minority. 


The Western Manufacturing Case 
is a case of the same type. The “take- 
over company” made an offer, giving 
shareholders a little under a month 
within which to come in. Within that 
period they collected 98 per cent. of 
the shareholders, and proceeded to 
coerce defendant, who held 3,000 shares 
out of over 2 millions. 


The Judge discussed Rathie’s Case 
but held that the “take-over company”, 
having got its 90 per cent. within a 
month, had obviously got it “within 
four months’, and he refused to put 
any unnecessary glosses on the plain 
language used by Parliament. 


FIFO or LIFO? 


A battle has raged for some years 
as to whether, in valuing stock on hand, 
the preferable procedure is to treat 
goods as being used or sold in the order 
in which they are bought, so that those 
on hand must be valued at current 
prices, or whether the company should 
be treated as taking its goods “from 
the top of the pile”, so that the goods 
on hand are those which the company 
has had for the longest period. Con- 
cisely these methods are called “First 
in first out” (FIFO) and “Last in first 
out” (LIFO), respectively. 


The matter has now come before the 
Courts, and (as usual in test cases) in 
such an exaggerated form that there is 
really very little doubt what the 
answer will be. 


The case is Minister of National 
Revenue v. Anaconda American Brass 
Co., [1956] 2 W.L.R. 31, on appeal 
to the Privy Council from the Supreme 
Court of Canada. For taxation pur- 
poses it was to the Company’s advan- 
tage to keep its stock on hand at the 
lowest figure possible, and for the year 
1947 it valued 14 million pounds of 
copper at 1936 prices. As might be 
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supposed, the revenue authorities took 
a dim view of this, and the Privy 
Council agreed that it was quite un. 
realistic to regard this asset as hay- 
ing only the value which a similar 
stock-pile would have had in those dis- 
tant days. 


Accordingly the Privy Council re. 
jected the accounts submitted by the 















































Company, and upheld the Revenue’s fo 
contention, that the stock on hand must th 
be valued at the prices prevailing at sec 
the time the Company made its return. Fo 
Readers will of course recall that ace 
this important case was discussed in scl 
an Editorial last February (1956 A.A. cat 
45) but I hope these additional com. § Al 
ments will be found of interest. “A 
ing 
Earnings of the bankrupt ys 
By the Bankruptcy Act (New Zea- iy 
land), s.62, it is provided that if the a 
bankrupt, after a reasonable allowance I 
for the maintenance of himself and his ther 
family, is able to pay any sum towards § ™ 
the discharge of his debts the Court T 
may order him to do so. In Re Bur. & higt 
ney, [1955] N.Z.L.R. 1071, it was held The 
that the obvious intention of this sec- tatic 
tion is that the bankrupt and his not 
family should be kept alive, and that ansy 
an order directing him to pay a lump @ co 
sum or so much per week is improper. men’ 
The correct form of order is to direct most 
that he should retain (out of his wages, § ‘lear 
for example) whatever the Court @ tive 
thinks is sufficient, and pay the balance grou 
to the trustee. the 
The Australian Act, s.101, is much “wa 
more general. It provides that when 
the bankrupt is in receipt of wages, Th 
etc., the trustee “shall receive ... 90 the 1 
much thereof as the Court .. . directs.” # mon. 
Here, clearly, the Court is able to § ~?P# 
order the payment of a fixed weekly that 
sum and thus to give the bankrupt the @ at n 
incentive of being able to keep for him- § Ufica 
self any excess payments which he may § of th 
earn. I do not imagine that an order @ or ho 
that he retain a fixed amount and pay The 
over the balance would be improper: & infor, 
but clearly the other form of order— @ , few 
pay a lump sum and keep the balance— @ 4» . 
is also authorised. de 
The Australian Accountant, May, 1956. The As 





By Austin Donnelly 
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TELLING THE BUSINESS STORY 


OST financial statements prepared 
today are a good deal more in- 
formative than those prepared two or 
three decades ago. Yet there is still 
scope for substantial improvement. 
For instance only a small minority of 
accountants have adopted the more 
scientific and logical basis of classifi- 
cation outlined some years ago by Sir 
Alexander Fitzgerald. (See his paper 
“Accounting Standards” in Proceed- 
ings of the Australian Congress on 
Accounting, 1949, or Classification in 
Accounting by A. A. Fitzgerald and 
lL. A. Schumer (Butterworth).) 
In the technique of presentation 
there is also much room for improve- 
ment. 


The examples below are intended to 
highlight some of the important points. 
They are not the last word in presen- 
tation of statements. Indeed they may 
not provide anything like all the 
answers to the problems faced by an 
accountant in a particular set of state- 
ments. Their purpose is to illustrate 
most of the matters that make for 
clearer, more concise, more informa- 
tive statements. With that back- 
ground let us look at some aspects of 
the statements. 


Form of statements 

The idea of financial statements in 
the vertical form is now fairly com- 
mon. It is much easier for the reader 
—particularly the layman—to follow 
that form of statement. The import- 
ant net profit figure is not left insig- 
nificantly as the last item on one side 
of the statement as in the “account” 
or horizontal form. 


_ The vertical statement becomes more 
Informative and clearer by the use of 
afew explanatory words—“amounted 
to”, “making a total of”, “so that”, 
ete. These few words make it easier 
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for the unskilled reader to follow the 
successive steps. Separation of the 
profit and loss statement into three 
parts (Income, Expenditure, Sum- 
mary) enables the salient features of 
the financial operations to be high- 
lighted. That method leaves more 
space for wording. 


Comparative figures 


To avoid misleading impressions 
likely to be gained by including only 
one year’s figures in the statements, a 
separate statement is used to show 
comparative figures for several years. 
In the statements themselves there are 
no comparative figures. This method 
avoids possible confusion and improves 
the general appearance and leaves 
more space for descriptive wording. 
The over-crowded appearance is elimin- 
ated. 


Balance sheet groupings 

The balance sheet classification of 
assets and liabilities in the example is 
based on the current and non-current 
basis. In the publications already 
mentioned, Sir Alexander Fitzgerald 
has clearly described the superiority 
of this basis to the more commonly- 
used basis of current, fixed, intangible. 

The line of demarcation is usually 
twelve months. An asset or liability 
is current if it will involve a receipt 
of cash or an outlay of cash within 
twelve months. Otherwise it is non- 
current. 

This distinction can be seen in the 
example in the case of the Mortgage 
Loan. The instalment of the loan 
(£6,000) due on November 1 (i.e., 
within twelve months of the balance 
date) is a current liability. The bal- 
ance of the loan which does not in- 
volve any cash payment within twelve 
months (£24,000) is included among 
the non-current liabilities. 
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That the Fitzgerald classification is 
flexible can be seen by looking at the 
non-current assets. At a glance, one 
can see that the total non-current asset 
figure of £248,622 is made up of a 
sub-total of £238,622, being physical or 
tangible assets and £10,000 for good- 
will. That distinction can be pre- 
served, if it is desired, as a sub-divi- 
sion of the non-current asset classifica- 
tion. 


Is a bank overdraft current or non- 
current? 

In the example of the Balance Sheet 
I have included the bank overdraft 
among the non-current liabilities. 
This is contrary to common practice. 
Almost always the bank overdraft is 
classed as a current liability. Often 
that classification is the result of habit 
rather than an objective consideration 
of the nature of that liability. 

The basis of classification into cur- 
rent or non-current depends on whether 
the liability will involve a cash out- 
lay within twelve months. Now with 


the exception of overdrafts of a 


seasonal nature, or those arranged 
specially for some temporary purpose, 
the overdraft is not normally repaid 
within twelve months. The typical 
business overdraft is essentially a 
semi-permanent or long-term affair. 
What logic is there in including in the 
same category as trade creditors, pay- 
able in thirty days, the overdraft 
which will not be liquidated entirely 
for many years? 

True, the overdraft is legally repay- 
able on demand. The overdraft that 
you have had for ten years and per- 
haps expect to have for many more 
years could be called in to-morrow. 
Yet the practical position is quite dif- 
ferent. The legal right of the bank 
to demand payment immediately, de- 
spite any other arrangements that 
have been made, is seldom exercised. 

As Victor L. Gole said in his article, 
“Working Capital Ratio—It Needs a 
Face Lift,” in the March 1954 issue 
of the Australian Accountant (p.91.): 


To regard the bank overdraft as altogether 
a current liability is stretching a traditional 
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and technically correct view a little too far 

in the practical situation. 

After all the concept on which account. 
ing statements are based is the going 
concern concept—not necessarily the 
legal position. 

Recently support for the belief that 
an overdraft is a non-current liability 
has come from banking circles. In 
a booklet Trading Banking in Aw. 
tralia, published in 1955 by the Bank 
of New South Wales, there is a refer. 
ence on page 14 to the “long-term nat- 
ure of many bank overdrafts . . .” On 
the same page are the words “the over- 
draft system of lending technically of 
a short-term character.” (Italics not 
in original.) 


Other balance sheet points 


The fact that the vertical type bal- 
ance sheet makes it easy to highlight 
the working capital figure is one of its 
main advantages. 

By use of the columnar layout it is 
possible for a reader to see the total 
depreciation provided to date on non- 
current assets. This mode of setting 
out the information would not have 
been possible if comparative figures 
had been included in the balance sheet; 
there would not have been enough 
room. 


Summary and conclusion 

Really informative and clear finan- 
cial statements cannot be prepared 
without some thought and planning. 
It is futile to postpone considering the 
problem until you are in the throes 
of the post balancing-date rush. 

The key to the problem is to use the 
vertical type of statement. Combined 
with sound classification, an attractive 
layout, and the use of some descriptive 
words, it can greatly increase the worth 
of the statements. 

Though much can be gained by 4 
study of the statements of progressive 
companies, it is unwise to adopt all of 
their practices without question. Some 
of the most common practices, ¢8. 
showing comparative figures for one 
year in the statements, and classing 
normal bank overdrafts as current lia- 
bilities, are undesirable. 


The Australian Accountant, May, 1956. 
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"A" COMPANY LTD. 
PROFIT & LOSS STATEMENT 
for year ended 30 June, 1954 


INCOME 


Revenue from SALES amounted to .. i oa 
and Income from Royalties, etc. amounted to . 


making a total of .. .. 


EXPENDITURE 


Materials, supplies, wages, etc. directly incurred in h peneerng 
and selling our goods .. 

Depreciation charge to provide for the cost of wear and tear 
and obsolescence of buildings, machinery, etc. 

Wages, and other indirect costs of: 
Production .. 
Selling .. .. . 
Administration . 


making total expenditure . 


SUMMARY 


As total Income amounted fo .. 
and Expenditure totalled . 


there was a NET PROFIT aihiis ‘oils for ° tex) of . 
From this must be deducted provision for taxation of . 


So that NET PROFIT AFTER TAX was .. 


£ 
1,164,255 
15,423 


£1,179,678 


739,465 
18,642 


185,951 

102,461 

74,867 
363,279 


£1,121,386 


1,179,678 
1,121,386 


58,292 
21,476 


£36,816 


STATEMENT SHOWING APPROPRIATION OF PROFIT 


The Net Profit (after taxation) was, as shown above .. . 
The Dividend of 6% on Preference Shares absorbed® . 


leaving an amount of . 
which Directors propose to appropriate | as under: 
In payment of Dividend 9% on Ordinary Paid Up Capital 
(£250,000)* 7 
As a transfer to Reserve for Equalisation of Dividends .. 


This leaves from the year's profits .. . 
To this must be added the amount of credit balance brought 
forward from last year . beiee 


Hence the amount to be carried forward to next year is 


22,500 
7,500 
30,000 
3,816 
72,184 


£76,000 


*These amounts include the interim dividends which were paid in February—viz. Preference £1,500 


and Ordinary £6,750. 


The Australian Accountant, May, 1956. 





TELLING THE BUSINESS STORY 
"A" COMPANY LTD. 


BALANCE SHEET 
as at 30 June, 1954 
Issued and Paid Up Capital was £ 
50,000 6% Cumulative Preference Shares of £1 each 50,000 
1,000,000 Ordinary Stock Units of 5/- each .. .. . 250,000 
ft sar ree) oa 300,000 
To this must be added: 
Undistributed Profits (see Appropriation Statement) . 76,000 
Reserve for Equalisation of Dividend . ae 34,000 
IIE oases nv, nara ose wa xe" ee’ 180,000 


Making total SHAREHOLDERS FUNDS .. .. .. 590,000 


Invested Funds also came from: 
7% Debentures maturing 1965 to 1968 .. .. .. .. .. 50,000 


So that TOTAL INVESTMENT was .. .. £640,000 


This is represented by NET ASSETS as under: 
CURRENT ASSETS were: 
Stocks on Hand (valued at cost)... .. .. .. .. .. 455,704 
Amounts owing to the Company .. .. .. 378,187 


ge Eat i i ie 732 
—__—_—. 834,623 


CURRENT LIABILITIES must be deducted: 
Amounts owing by the Company .. .. .. .. .. .. .. 343,019 
Instalment of Mortgage Loan due | Nov., 1954. 6,000 
Provision for Taxation .. 21,476 


Amount of Proposed a aa 12,750 
383,245 


So WORKING CAPITAL was .. ........... 451,378 
NON-CURRENT ASSETS are now added: 


Cost Depreciation Balance 
| ee eee a a ere 24,672 — 24,672 
Buildings .. .. .. my caer 144,713 19,275 125,438 
Plant, Furniture, etc. .. .. .. 120,364 31,852 88,512 





£289,749 £51,127 £238,622 


Goodwill at cost BEI: ‘ng: agri ay rth : 10,000 
248,622 


Making a total of . 700,000 


NON-CURRENT LIABILITIES must be deducted from the 
above total: 
Bank overdraft (secured) . 
Mortgage Loan n repayable in instalments (see also current 


liabilities) . 
60,000 


This leaves NET ASSETS as above .. .. .. .. .. £640,000 
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"A" COMPANY LTD. 
COMPARATIVE STATEMENTS 
1954 1953 1952 1951 1950 


OPERATING RESULTS 
Sales .. .. .. .. .. 1,164,255 1,046,234 1,022,543 1,367,239 965,134 
MRS 0. cs Sie 15,423 10,876 9,646 17,184 9,841 
Total Income .. . 1,179,678 1,057,110 1,032,189 1,384,423 974,975 


Materials, Supplies, 

Wages, etc. directly 

incurred in producing 

and selling... .. .. .. 739,465 702,123 701,443 919.415 666,240 

Depreciation oon, 18,642 18,437 17,934 18,321 17,648 

Indirect Production 

Expenses .. 185,951 158,164 157,296 214,623 142,168 

Indirect Selling Expenses 102,461 78,648 77,164 89,642 75,342 

Indirect Administrative 

Expenses x 74,867 44,870 43,912 73,296 39,168 
Total Ependitere .. 1,121,386 1,002,242 997,749 .315,297 940,566 

Net Profit before tax 

(A-B) 58,292 54,868 34,440 69,126 34,409 

Provision for Taxation 21,476 20,135 13,184 26,492 14,245 


Net Profit after tax 36,816 34,733 21,256 42,634 20,164 




















FINANCIAL POSITION 
Issued Capital 


6% Cum. Pref. .. 50,000 50,000 50,000 50,000 50,000 
Ordinary Stock Units 250,000 250,000 250,000 200,000 200,000 
300,000 300,000 300,000 250,000 250,000 





Reserves and Undistri- 

buted Profits .. .. .. 290,000 269,684 252,164 260,148 232,576 
Shareholders Funds 590,000 569,684 552,164 510,148 482,576 

Debenture Loans .. .. 50,000 50,000 40,000 30,000 — 
TOTAL INVESTMENT 640,000 619,684 592,164 540,148 482,576 

Stock on Hand .. .. 455,704 473,186 450,961 459,445 447,478 

Amounts owing to the 


Company io ee Ba ee 378,187 352,332 341,684 302,165 262,136 
Cash on Hand ee 732 624 519 574 628 


Total CURRENT 
ASSETS .. J 834,623 826,142 793,164 762,184 710,242 
Amounts owing by the 
Company . 343,019 372,541 382,000 384,969 407,828 
Current instalment 
Mortgage Loan .. .. 6,000 --- —— = — 
Provision for Taxation 21,476 20,135 13,194 26,492 14,245 
Proposed Dividend .. 12,750 12,750 12,750 10,500 10,500 


Total CURRENT LIA- 
BILITIES .. 383,245 405.426 407,944 421,961 432,573 


WORKING CAPI- 
TAL (A-B) 451,378 420,716 385,220 340,223 277,669 


Statement continued overieaf 


























The Australian Accountant, May, 1956. 





TELLING THE BUSINESS STORY 
C. Working Capital b/f 


Land . i ee 
ae ee 
Plant, Furniture, Etc. .. 
Goodwill .. ae 


451,378 


24,672 
125,438 
88,512 
10,000 


277,669 
24,672 


385,220 


24,672 

134,238 140,234 
97,198 92,165 
10,000 — 


420,716 


24,672 
129,164 
93,264 
10,000 





Making a total of .. 700,000 


677,816 651,328 534,740 





36,000 
24,000 


Bank Overdraft .. 
Mortgage Loan .. 


58,132 59,164 52,164 





Total NON CURRENT 


LIABILITIES .. 60,000 


52,164 


58,132 59,164 





NET ASSETS (D-E) .. “640,000 


619,684 592,164 482,576 








ECONOMIC REPORTS 


TO THE NATION 


T the beginning of this year the 
Commonwealth Government took 
an important step in providing for the 
publication of current data relating to 
the Australian economy. This was 
the issue of Treasury Information Bul- 
letin No. 1, which it is proposed to is- 
sue quarterly in future. This publica- 
tion, in the form of a white paper (18 
pages), covers the following items: 
the balance of payments; employment 
and industrial activity; the state of 
trade; public finance; money and bank- 
ing; and wages and prices. It is in- 
dicated that this publication is some- 
what tentative, both in form and con- 
tent, and no doubt the material] in- 
cluded will be extended in subsequent 
issues. 


This publication could be a valuable 
addition to the economic and statistical 
publications already available in Aus- 
tralia and in future, I suggest, it 
could be in two parts: 


(a) Current statistics with comments 
thereon as in the present issue. 
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(6) An economic report to the nation 
by the newly appointed Advisory 
Committee of Economists. 


Eight years ago I suggested the for- 
mation of a National Economic Coun- 
cil, consisting of nine members, 
namely, the Professors of Economics in 
the six Australian state universities, 
the Commonwealth Statistician, and the 
Economic Advisers to the Common- 
wealth Bank and the Commonwealth 
Treasury. 


Important economic problems relat- 
ing to the whole Australian economy 
have to be faced from time to time, and 
it is desirable that they be resolved 
as far as possible on a national level, 
and free from party bias. This 38 
difficult in the absence of a body of in- 
dependent experts. After the end of 
the war in 1945, a Council of Economic 
Advisers was appointed in the United 
States to function permanently, and 





1. “The Accountant and Industrial Peace in 
Australia,” Chartered Accountant in Aus 
tralia, August, 1948, pp. 107-8. 
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REPORTS TO THE NATION 


since then has presented a report twice 
a year to the President on economic 
conditions affecting the nation. These 
reports are printed and are available 
for public information. 


The idea behind the proposal for a 
National Economic Council in Aus- 
tralia was that it might operate in a 
somewhat similar manner, except that 
it would be on a part-time basis. The 
suggested report twice a year to the 
Commonwealth Parliament, on the 
economic state of the nation, could ad- 
vise on steps the members considered 
should be taken to meet changed or 
changing economic circumstances. It 
could also deal with financial and 
economic matters such as the level of 
interest rates, movements in exchange 
rates, the raising of loans, the extent 
of public works which should be under- 
taken, changes in depreciation rates 
and the introduction of initia] deprecia- 
tion or investment allowances, and 
measures required to maintain full em- 
ployment, prevent inflation and achieve 
a stable currency. The Council could 
report direct to the Prime Minister on 
urgent matters of financial and econo- 
mic importance, arising from time to 
time. 

An economic Secretariat was estab- 
lished by the British Government in 
1944, when Lord Beveridge pointed out 
that the establishment of this body was 
first proposed in 1917,? and since then 
important reports on economic condi- 
tions in Great Britain have been pub- 
lished each year. 


No Australian Government acted in 
this matter, and I again drew atten- 
tion to the need for a National Econo- 
mic Council in 1952, 1953, and 1954.* 


On 20 February, 1956, the appoint- 
ment was announced of an Advisory 





2. Full Employment in a Free Society, Lon- 
don, 1944, pp. 259-60. 


8. Bulletin of the Victorian Division of the 
Association of Accountants of Australia, 
No. 18, June 1952, p. 4, “Initial Deprecia- 
tion Allowances,” Kestrelion Accountant, 
June 1958, p. 250; Depreciation of Fixed 
Assets in Accountancy and Economics, 

Sydney, 1954 (Law Book Co.), pp. 99-100. 
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Committee of Economists, consisting 
of the following: Sir Roland Wilson 
(Secretary of the Treasury), Sir Alan 
Brown (Secretary of the Prime Min- 
ister’s Department), Mr. Crawford 
(Secretary of the Department of 
Trade), Dr. Coombs (Governor of the 
Commonwealth Bank), Professor L. 
Melville (Vice-Chancellor of the Aus- 
tralian National University), and Pro- 
fessor T. Swan (of the Australian 
National University). It was stated 
this committee of experts would advise 
a committee of eight Ministers, with 
the Prime Minister as chairman. Sub- 
sequently, it was announced that Mr. 
R. J. Randall of the Treasury, and 
four leading business men (Sir Daniel 
McVey and Messrs. F. E. Lampe, C. M. 
Williams and A. S. Osborne) had been 
added to the Committee. 


In all, this constitutes a total Com- 
mittee of twenty, which may be too 
large for the purpose proposed, and 
may not result in published reports of 
the type suggested being forthcoming. 
It might be overcome by the formation 
of a sub-committee, which could be the 
drafting committee for the preparation 
of reports and publications. 


In addition to the above it is to be 
hoped the Commonwealth Government 
will give consideration to proceeding 
with the following: 


(a) The establishment of an Office of 
Economic and Industrial Research 
under the jurisdiction of the Com- 
monwealth Arbitration Court, as 
provided in the Commonwealth 
Conciliation and Arbitration Act 
of 1947. So far no Government 
has taken steps to implement this 
section of the Act, and constitute 
this Economic Secretariat. There 
is no need for a separate depart- 
ment to be created for this pur- 
pose, and the Commonwealth 
Bureau of Census and Statistics 
could set up an Arbitration Court 
division. 

(b) The publication annually of statis- 
tics relating to government trad- 

ing concerns, similar to the annual 

blue book published by the British 
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Government — Trading Accounts 
and Balance Sheets (official ac- 
counts and balance sheets of 
Trading or Commercial Services 
conducted by Government Depart- 
ments in England). 


The publication annually of de- 
tailed figures and comments, sup- 
plementing estimates of the 
national income and expenditure 
published at the time of presenta- 
tion of the annual Budget to Par- 
liament. This could be on the 
lines of the annual blue book pub- 
lished by the British Government 
on national income and expendi- 
ture about August each year. 
(Preliminary estimates of national 
income and expenditure are pub- 
lished as white papers in March 
or April each year about the time 
the British Budget is presented.) 


The issue of an annual Economic 
Survey before or at the time the 
Budget is presented to Parliament, 
similar to the Economic Surveys 
which have been published as 


white papers by the British Gov. 
ernment each year since 1947. 


A reduction in the time lag which 
exists at present in Australia be 
tween the end of the financial year 
(30 June), and the presentation 
of the Budget to Parliament (about 
October each year). It should be 
possible for the Budget estimates 
to be presented to and considered 
by Parliament in July each year, 
following the English practice, 
where the Budget statements are 
presented to and considered by 
Parliament early in April, within 
a few days of the close of the 
financial year. Under the pro- 
cedure in Australia, a third of the 
financial year has passed before 
the proposed expenditure is 
authorised and the funds are avail- 
able for work to be undertaken in 
the current year. This tends to 
slow down capital works in the 
first half of each financial year, 
with a concentration of expendi- 
ture in the second half of the year. 
It is not conducive to efficient plan- 
ning and programming. 





Correspondence 


Statements on accounting practice 

The Australian Society of Accountants 
should be congratulated on the appearance of 
the first Statement on Accounting Practice 
(Supplement to The Australian Accountant, 
April, 1956). This Statement consists of 
Notes on the Preparation of Consolidated 
Statements, prepared by a New South Wales 
Research Committee, and it is a most useful 
and informative document. 

The Society should be congratulated also on 
the care which it has taken on this occasion to 
make it clear that the views expressed are 
those of the research committee. This is a 
wise precaution, as anyone who knows the 
history of pronouncements by councils or com- 
mittees of accountancy organisations will ap- 
preciate. Indeed, the precaution is so import- 
ant that, at the risk of appearing to be cap- 
tious, I am tempted to make two short obser- 
vations. The first is that the explanation of 
the origin of, and responsibilty for, the Notes 
appears on the inner title page and being so 
placed may easily be overlooked by any reader. 
The outside page gives the impression that 
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the Statement is an official pronouncement by 
the Society, and not by a research committee 
or even by one of the councils of the Society. 
May I suggest that in future Statements (of 
which it is hoped there will be many) the note 
which appears on the inner title page should 
be transferred to the outside title page and 
should be repeated at the beginning of the 
letterpress. It cannot be over-emphasised. 
The other observation relates to the point 
made in the statement that “although most of 
the matters relating to the form and content 
of these notes have the approval of all mem- 
bers of the committee, some points have been 
arrived at only by a majority decision.” The 
value of the document, great as it is, wo 
have been further increased if the committee, 
following the example of the Accounting Re- 
search Committee of the American Institute of 
Accountants, had given the names of dissen- 
tient members of the commitee and a short 
expression by each of them of his reasons for 


dissenting. 
‘ p A. A. FITZGERALD 
University of Mebourne 


The Australian Accountant, May, 1956. 
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STATISTICS 


IN 


THE AIR TRANSPORT INDUSTRY 


A. G. Barton, F.A.S.A., F.C.A.A., F.C.LS. 


Head Office Accountant, 


E expansion in the air transport 

industry is reflected in the ever 
growing volume of statistics published 
overseas by the International Air 
Transport Association, International 
Civil Aviation Organisation, Civil 
Aeronautics Board and other bodies, 
and in Australia by the Department of 
Civil Aviation. 

Analytical value of airline statistics 
depends, among other things, on (a) 
uniformity of reporting and (b) the 
significance of individual items. For 
example, there must be a standard 


method of adding up the number of 
passengers carried by the individual 
airlines, otherwise quite sizeable differ- 
ences could occur. The following illus- 
tration depicts an aircraft with a seat- 
ing capacity of twenty flying from 


Point “A” to Point “C” via Point “B”, 
the distance between each being 200 
miles : 

© PASSENGERS 


°° >a 


200 4 200 ) 
A MILES be) MILES Cc 


iS PASSENGERE 





At Point “A” ten passengers board 
the aircraft with their destination 
Point “C”. At Point “B” five passen- 
gers board the aircraft for Point “C”, 
no passengers disembarking at “B”. 
Depending on whether the total flight 
etween Points “A” and “C” is con- 
sidered as one flight with an inter- 
mediary stop at “B”; or whether the 
fights between “A” and “B” and “B” 
and “C” are considered as two separate 
fights, the number of passengers car- 
ried were: 

(1) sed Vg to — via ecm 10 

“—_— to ay Py 5 
15 
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Trans-Australia Airlines 


(2) “6A” to “BR” 10 
“ear to we Pad 15 
25 

The calculation of passenger miles 
performed, and the load factor, would 
produce the same results under either 
(1) or (2) above. It does not matter 
whether 10 passengers x 400 miles 
is added to 5 passengers < 200 miles; 
or whether 10 passengers < 200 miles 
is added to 15 passengers < 200 miles, 
since it produces the same result— 
5,000 passenger miles. The passenger 
load factor is derived from the ratio 
of passengers carried to passenger 
seats available. 

The statistics of the Department of 
Civil Aviation in Australia, which are 
published at quarterly intervals and 
summarised to the end of both fiscal 
and calendar years, are based on re- 
turns submitted by domestic operators 
using a standard system of counting, 
and the figures published by the De- 
partment comply with the essential 
features of uniformity and _ conse- 
quently any changes in the individual 
items would be as a result of volume, 
and would not be distorted by differ- 
ing counting/reporting procedures. 


Explanation of terms used 

In order to understand and to be 
able to appraise the published statistics 
of airline operaticns, the principal 
terms used, the basis of calculation, 
and their use should be known. These 
are: 

Load factor: this is the ratio of 
space sold to space available; for 
example, assuming an aircraft has 
sufficient space available to up-lift 
10,000 lbs. in weight of passengers and 
freight and actually 5,000 lbs. are up- 
lifted, the load factor would be 50 
per cent., that is, half of the space 
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has been used. Load factors are also 
calculated on a revenue basis, the 
potential revenue being calculated on 
the number of seats available at the 
full fare rate and the space for freight 
(measured in Ibs.) also at the full 
freight rate, actual revenue derived 
from the flight being calculated as a 
percentage of the potential revenue. 
If, for example, the potential revenue 
was £5,000 and actual revenue on the 
flight was £3,000, the revenue load 
factor would be 60 per cent. The load 
factor is a reliable measure of the use 
made of the revenue earning capacity 
or potential. 


Flying hours: the number of flying 
hours flown by an aircraft, usually cal- 
culated block to block, which is the 
elapsed time between the removal of 
the wheel chocks at departure point to 
placing of wheel chocks in position at 
destination point. Flying hours are 
used to express the costs of operating 
aircraft, engine overhauls, mainten- 
ance, etc. 


Airborne hours: the elapsed time 
between take-off at departure port and 
touchdown at destination port. 


Ton-mile and passenger-mile: One 
ton/one passenger carried one mile. 


Seat - miles - available or Capacity- 
passenger-miles: the number of seats 
in an aircraft available for passengers 
multiplied by the number of miles 
flown. 


Mean-passenger-loading: the number 
of passengers carried divided by the 
number of flights performed, This in- 
formation is most useful when the 
statistics are quoted by the several 
types of aircraft being operated (when 
more than one type is operated). 


Average passenger distance trav- 
elled: the total number of miles trav- 
elled, which is the product of speed per 
flying hour multiplied by the airborne 
hours, divided by the total number of 
passengers carried. These statistics 
are useful in analysis of revenue to 
ascertain reasons for changes—usually 
there are three factors: number of 
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passengers carried, changes in rates, 
change in passenger journeys. 
Capacity-freight-lb.-miles: the space 
(measured in Ibs.) available in an air- 
craft for the carriage of freight multi- 
plied by the number of miles flown. 


Capacity-ton-miles or Ton-miles-per- 
formed: this is derived by multiplying 
the speed of the aircraft by the flying 
hours by the space available, and divid- 
ing by the number of lbs. to a ton 
(short tons of 2,000 lbs. are used in 
compiling Australian airline statistics), 
These figures are useful when studying 
the economics of flying different types 
of aircraft and planning fleet utilisa- 
tion over the routes operated. Operat- 
ing costs are divided by the C.T.M.’s 
to bring out cost details which are 
measured against potential revenue 
rates. 


Revenue - ton- miles or Ton - miles- 
achieved: speed x flying hours x 
space used divided by 2,000 Ibs. to a 
ton. Revenue-ton-miles are used to 
measure actual results achieved. Costs 
and revenue earned are divided by the 
R.T.M.’s to give costs and revenue per 
R.T.M. 

Employee productivity: this is the 
result of the division of capacity-ton- 
miles by the average number of em- 
ployees on the payroll, and is useful in 
measuring relative efficiencies over a 
number of periods. 

Schedule regularity: obtained by tak- 
ing the number of scheduled flights 
performed as a percentage of the flights 
scheduled as per published timetables. 
This percentage is used to measure the 
operating efficiency and service rel- 
dered. 


Revenue/expense ratio: total operat- 
ing expenses divided into total operat- 
ing revenue. This ratio is used as 4 
measurement of overall economic 
health for any particular period. 


Illustration of a general purpose 
statistical presentation 
Broadly statistics fall into two 
categories: (a) physical—number of 
passengers and weight of freight car- 
ried by type of aircraft, route, differ- 
ent days of the week and months of | 
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the year, etc., which are closely studied 
to obtain seasonal trends, popularity of 
departure and arrival times, passenger 
preferences as to types of aircraft, 
average distance travelled per passen- 
ger, etc.; and (b) financial—costs ex- 
pressed as a rate per capacity and 
revenue-ton-mile, per flying hour, 
(over all and by types of aircraft), 
ratio of revenue to expenses, average 
fare per mile, etc. The following is 
an illustration of the type of statistical 
statements used by airline manage- 
ments in Australia. 


urement suggested by A. Aviner in Air 
Transport, May 1955 issue, is useful 
in showing trends and progress over 
a period and in comparing relative 
positions of several companies. An 
arithmetical mean weighted position 
(AMWP) is calculated from the follow- 
ing factors which are weighted, the 
weighting varying with the degree of 
importance attached to each individual 
item: 


Punctuality : 
Number of punctual flights 


Number of flights performed 








STATISTICAL REPORT FOR .... (period) 
Section “A”—Physical 


Passengers 


This Last % 
period period Variation 


Number of paying passengers carried xx xx xx 


Paying-passenger-miles flown 

Capacity-seat-miles 

Mean passenger loading 

Average distance travelled 
Cargo 

Lbs. of freight and mail carried 

Ton-miles of freight and mail 


Total traffic 
Capacity-ton-miles 
Revenue-ton-miles 
Ton-miles load factor 
Number of flights scheduled 
Number of flights performed 
Schedule regularity 
Cost per flying hour 
Cost per capacity-ton-mile 


xx xx xx 
xx xx xx 
xXx xx xx 
xx xx xx 


xx xx xx 
xx xx xx 


xx xx xx 
xx XX xx 
XxX xx xx 
xx xx xx 
XxX xx xx 
xX xx xx 
xX xx xx 
xX xx xx 


Cost per revenue-ton-mile performed xx xx xx 
Revenue per revenue-ton-mile performed xx xx xx 


Profit/loss per revenue-ton-mile performed xx 


Revenue/expense ratio 


The detail of the information is 
varied depending upon the level of 
management at which the statistical 
report is presented. For example, the 
cost statistics are broken down to 
functional expense groups and types 
of aircraft for divisional managers, but 
the broader headings as set out above 
are used at top management levels. The 
physical statistics are usually presented 
at weekly intervals and the financial 
statistics at not more than monthly 
Intervals. A method of statistical meas- 
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xx xx 
xx xx xx 





Regularity : 
Number of flights performed 
Number of flights planned 
Utilisation : 
Daily average hourly utilisation 
24 








Load factor: 
Ton-miles sold 


Ton-miles available 
Revenue/expense Ratio: 
Operating revenue 


Operating expense 











IS THE CREDIT MANAGER 
REALLY NECESSARY? 


(Contributed) 


REDIT as we know it in the com- 

mercial field is an extension of time 
given to selected customers to pay for 
goods purchased. 


We find in numerous small concerns 
a notice saying: “Do not ask for credit 
as refusal may offend” or words to that 
effect. In large concerns a prospective 
customer desiring credit must first fill 
in a questionnaire, or answer some very 
personal questions put to him by the 
credit manager. In other cases a 
would-be customer is requested to 
supply the names of at least two re- 
putable firms to support his claim for 
credit; or he is requested to wait until 
a member of the staff rings a central 
control credit function department; all 
time wasted and very frustrating to 
a prospective customer. 


To my mind these various credit sys- 
tems, or approaches to credit extension, 
are all wrong and unnecessary. The 
average member of the general public 
is honest, and given the opportunity 
to buy goods on credit without undue 
questioning or fuss, would undoubtedly 
avail himself of the offer, thereby in- 
creasing turnover and profit. 


A prospective customer on request- 
ing credit would be asked his name, 
address and occupation. This could be 
carried out by the departmental man- 
ager, or some senior member of the 
staff, in conjunction with his normal 
duties. The credit man—usually a 
highly paid official—could use his 


talents in some other executive posi- 
tion, thereby saving considerable salary 
for his department. 


The amount and period of credit 
could be controlled on a probationary 
basis, depending on the size and nature 
of the concern. The usual provision for 
doubtful debts would be unnecessary, 
as a firm could transfer any bad debts 
incurred against realised profits, and 
the only actual loss suffered by a busi- 
ness would be the time, stationery and 
any general overhead involved in try- 
ing to collect bad debts. 


Working on the basis of a return 
of 25 per cent. on cost, a business secur- 
ing five new customers, each buying 
£20 worth of goods would not lose or 
gain, assuming one debtor in every five 
—a high percentage—defaulted, and 
the debt was a total loss. One defaulter 
in every ten would return 124 per cent. 
on cost; one in twenty, 18.8 per cent.; 
and one in forty 21.9 per cent. on cost 
price. The above figures are obtained 
by working on a 25 per cent. basis of 
profit on cost. If the return were 33-1/3 
per cent. on cost, the defaulting debtor 
ratio would be one in four in order to 
break even. 

It would therefore appear that the 
credit manager as such, or the credit 
sanction department, is unnecessary 
and any businessman prepared to take 
a risk on credit extension could receive 
a handsome return in improved turt- 
over and profit. 

What do other readers think? 
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The Australian Society of Accountants 
Lecture in the University of Sydney, 
delivered on 20 October, 1955. 


EDUCATIONAL 


STANDARDS 


FOR 


THE ACCOUNTANCY PROFESSION 


E subject chosen for this lecture 

is one which has received con- 
siderable attention over a number of 
years, At the 1949 Congress on 
Accounting a paper entitled “Status 
of the Accountant in Australia” was 
delivered by Mr. N. S. Young who de- 
voted some space to a consideration of 
educational problems; whilst at Sydney 
University in 1950 Mr. F. T. Cross 
chose as his subject for the Annual 
Research Lecture “Accountancy and 
Law—the Nature of Education in Law 
for Accountants”. Commentators re- 
viewed each of these papers so that, 
particularly in the lecture field in New 
South Wales, the matter has been given 
considerable attention. It appears to 
me, however, that this attention ac- 
corded over recent years has not pro- 
duced what our market research 
friends might term “saturation point” 
in the subject, but on the other hand 
is indicative of wide and developing 
interest in problems which are still, I 
feel, a long way from solution. 


It seems to be generally accepted 
that constant thought must be given 
to the means of training accountants. 

e changes which have taken place 
in examination syllabuses and in the 
establishment of accounting courses at 
the universities indicate that the bodies 
concerned are prepared to consider the 
matter from time to time in an en- 
deavour to meet needs as they arise. 
It also seems to be generally accepted 
that proper attention to education for 
accountancy, including not only the 
education of students but the keeping 
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up to date of persons already qualified 
and the building up of the body of 
accounting knowledge, is quite neces- 
sary if we are to maintain and improve 
the status of the profession. 


Since the last of the papers men- 
tioned above was delivered, a number 
of substantial changes have taken 
place in the arrangements for the 
training and examination of candi- 
dates and in the organisation of the 
profession itself. Because of the varied 
nature of these arrangements through- 
out the various States I will confine 
my comments largely to circumstances 
in New South Wales, but nevertheless 
hope that some principles enunciated 
in regard to that State may prove to be 
of application in the Commonwealth 
generally. Significant changes which 
have occurred are, firstly, the amalga- 
mation of several previously existing 
bodies to form the Australian Society 
of Accountants which has a member- 
ship of approximately 20,000 through- 
out Australia and which has taken 
over the sponsorship of these Annual 
Lectures from the Commonwealth In- 
stitute of Accountants. Secondly, the 
Public Accountants Registration Board 
in New South Wales has adopted the 
principle of joint examinations with 
the Institute of Chartered Accountants 
in Australia and the Australian Society 
of Accountants. Thirdly, the New 
South Wales University of Technology 
has announced its intention to establish 
a Faculty of Commerce, and has re- 
cently made an appointment to the 
Chair of Accountancy within that 
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Faculty. Fourthly, Sydney University 
has raised the status of the head of 


its Accountancy Department from Sen- ° 


ior Lecturer to Associate Professor. 


Whilst detailing these changes which 
directly affect New South Wales, it 
would be quite remiss of me to omit 
to mention the appointment of Sir 
Alexander Fitzgerald as first Professor 
of Accounting at the University of 
Melbourne, and of Mr. R. L. Mathews 
as Reader in Commercial Studies at 
the University of Adelaide. These four 
appointments indicate the increasing 
attention being paid to and the increas- 
ing status being accorded to the educa- 
tion of accountancy students. 


Turning for a moment to the other 
side of the picture, it is apparent that 
the qualified accountant has in recent 
years been provided with greater oppor- 
tunities to contribute to developments 
in accounting thought and to share in 
the pooling of knowledge and the exam- 
ination of problems confronting the 
profession. 


With the foregoing changes and 
developments in mind, the time seems 
appropriate to re-examine the problem 
of education and to see whether there 
can perhaps be some ideas adopted, 
some improvements made or some 
stimulation to thinking given, in an 
endeavour to provide a co-ordinated 
and possibly more suitable approach 
to the task of making the best provi- 
sion for the education of students and 
the further education of qualified 
accountants. 


Training 

Dealing first with the student side 
of the question, a good starting point 
is to ascertain what method of training 
can best meet the educational needs of 
those aspiring to become accountants 
and of those seeking some degree of 
training in the art. 


In my opinion, the main aspects 
(enumerated in an order convenient for 
the present purpose) which it would be 
desirable to cover for the complete 
training of an accountant are the de- 
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velopment of technical proficiency, the 
capacity to think and to express ideas, 
and experience and judgment. 


Technical proficiency 


At the present time both the Insti- 
tute and the Society offer one grade of 
qualification only. The Technical Col- 
lege on the other hand offers a Certifi- 
cate and a Diploma in Accountancy, 
the former being based on a four year 
course and the latter upon the same 
four years plus an additional year de 
voted to what are sometimes regarded 
as post-graduate subjects, Cost Ac. 
counting, Company Secretarial Prac- 
tice, Economics and two minor sub- 
jects. 


My view is that there should be two 
grades of qualification, and I contem- 
plate that the higher grade should go 
substantially beyond the present stan- 
dard of the Institute and the Society. 
The general principles of these two 
grades will emerge shortly but the ad- 
vantage I see in having two standards 
of qualification (as against the present 
one) is that training could be adapted 
to fit the practical circumstance which 
exists and which must continue to 
exist. This is the existence of a large 
number of accountants who, whilst re 
quiring substantial training deserving 
the recognition of qualification, are not 
fitted for and do not aspire to the 
acceptance of higher responsibilities. 
At the moment these candidates are 
required to study and be examined in 
subjects which will be of little or no 
use to them in their later careers, and 
in many cases are falling by the way- 
side or succeeding in completing the 
whole course with great difficulty. The 
other side of the picture is that, be 
cause of the need to consider such 
candidates in the present single stan- 
dard it is not possible to provide 4 
qualification through the Institute and 
the Society at a level which would 
properly fit those who will in due 
course be nearer the top of the tree. 
Acceptance of the principle that many 
of the positions to be filled by qualified 
accountants do not require a stan 
of qualification as wide as the present 
one would go a long way to “clearing 
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the deck” to enable the standard of 
those who will discharge the higher 
responsibilities to be lifted to a point 
which will better fit them for those 
responsibilities and will at the same 
time give a basis upon which to raise 
the status of the profession. 


It may be objected that, to adopt 
the principle of two grades of quailifi- 
cation, would result in more confusion 
than has existed in the past regarding 
the degrees granted by various accoun- 
tancy bodies—a confusion which has 
been largely removed by the amalga- 
mations which gave rise to the Society 
and by the adoption of joint examina- 
tions by the Public Accountants Regis- 
tration Board. I realise that it would 
take some time for the principle of 
two grades to be understood but I think 
that, after that necessary time lag, con- 
fusion could be avoided by the adoption 
by the various bodies of a standard 
syllabus for technical training and the 
lining-up to the maximum extent pos- 
sible of examination requirements. If 
these two steps were taken it could 
mean that the possession of an accoun- 
ting qualification (higher or lower) 
would indicate equivalent technical 
training irrespective of where the 
qualification was obtained. Perhaps, 
too, it might open the way for a fur- 
ther extension of the joint examina- 
tion principle, the development of 
which could be pursued with great ad- 
vantage. 


The development of a standard syl- 
labus should not be based merely on 
some rearrangements in the require- 
ments of each of the bodies, but should 
be undertaken as a planned approach 
with the object of setting up something 
to meet the needs not only of those 
who seek qualification, but also of those 
who require some accountancy training 
for various reasons. 


It must be remembered that the 
qualified accountant has a very great 
concern with the technical skill of 
various grades of staff upon whom he 
must rely and for whose work he is 
responsible. Thus, to examine the whole 
problem of syllabus requirements start- 
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ing almost from the ground up would 
seem to be wise. Possibly the best way 
in which to set out the needs of differ- 
ent grades of staff is to consider the 
structure of a hypothetical office in 
which the different classes may be typi- 
fied. Working from the bottom up, the 
first group would be a comparatively 
large number of clerks needing little 
training. Above them come a some- 
what lesser number who require basic 
training only in accounting principles 
and who may be conveniently referred 
to as bookkeepers, and, at a somewhat 
higher level, chief clerks. Then higher 
up still are those for whom the lower 
qualification referred to earlier would 
be appropriate, whilst if the organisa- 
tion is large enough there will be at the 
top the highest qualified accountant 
who must of necessity be full trained 
in his art so that he may properly direct 
the efforts of those below, and provide 
the link between the routine work 
which goes on in the office and the re- 
ports by which needed information is 
supplied to management. To fill out 
the picture, reference should be made 
also to one not found in the hypothetical 
office structure but on whose advice 
and assistance it is quite usual to rely, 
namely the public accountant. He 
must possess not only the commercial 
accountant’s knowledge and skill but 
in addition must be prepared to range 
over a wider field to which his public 
practice necessarily leads him. 


I have heard the structure described 
above aptly referred to as a pyramid 
in which the base may be taken to 
represent the relatively large number 
of clerical personnel, the centre portion 
the intermediate grades, whilst the 
upper section stands for the smaller 
numbers of more highly skilled people 
comprising the highly qualified com- 
mercial and practising accountants. 
Somewhere in this pyramid, if it is to 
be used as the basis for a discussion 
of educational requirements, a place 
must be found for those who are not 
primarily accountants, but whose duties 
and responsibilities require that they 
should have a reasonable working 
knowledge of the subject and, in par- 
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ticular, should be able to understand 
accounting data although not neces- 
sarily able to prepare it. 


In my opinion, the standard syllabus 
should be built up in stages so as to 
provide subject matter appropriate for 
the requirements of the members of 
each of the groups who seek technical 
training in greater or less degree. If 
this could be done it would mean that 
each student could pursue the course 
as far as desirable for his own needs 
without the necessity for studying sub- 
jects which he is never likely to be 
called upon to apply. The following 
stages will illustrate what is in mind. 
Each stage is not intended to represent 
an equal period of study, but merely to 
mark the point at which a group of 
students will wish to drop out. 


1. The requirements of the clerks 
and bookkeepers could be met by a 
bookkeeping course, so that the mem- 
bers of those classes would gain a basic 
understanding of their particular work 
and an appreciation of its significance 
in the overall accounting plan. [t might 


also serve as an inducement to some 
to undertake further training for their 
own advancement. 


2. Carrying the content of Stage 1 
further and adding some instruction 
on how to read and interpret accounts 
and balance sheets should make the 
first two sections of the course suitable 
for those referred to previously as chief 
clerks and also for those whose other 
interests make it desirable that, whilst 
not having any real technical skill in 
accounting, they should nevertheless be 
able to appreciate the overall signifi- 
cance of accounting statements. The 
type of person I have in mind is the 
manager of, say, a manufacturing com- 
pany whose training and main skill 
may necessarily lie in engineering. 


3. The next stage should be devel- 
oped so that it completes the essential 
training in accountancy (including such 
legal studies as are necessary) needed 
by those who do not wish to enter pub- 
lic practice or to obtain a qualification 
fitting them for highly responsible posi- 
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tions. It would suffice for the training 
of many commercial accountants and 
also for those who desired to continue 
employment in public accountants’ 
offices, but who were not desirous of 
completing a course which would entitle 
them to enter practice. The lower 
qualification should be granted at this 
stage. One subject I would like to see 
included in this section would deal with 
the preparation of short-term accounts 
(e.g. quarterly or monthly). The call 
for such information is becoming in- 
creasingly insistent because the days 
of waiting with bated breath for the 
closing stock to be entered in the annual 
accounts in order to discover the profit 
are largely past. I have come across 
some most useful methods employed 
in the extraction of monthly accounts, 
and feel that some instruction along 
these lines would be well worth while. 


4. This stage should cover such sub- 
jects as Secretarial Practice and Cost 
Accounting to an advanced stage in 
each case. Upon the completion of 
Stage 4 the higher degree would be 
granted and the student would be well 
qualified all round in the technical 
aspects of his profession, and would 
thus avoid the necessity of sitting for 
the further examinations of specialised 
bodies. 


5. In the last section of the course 
would be grouped specialised applica- 
tions such as Executors’ Accounts, 
Bankruptcy, etc., coupling the relevant 
legal studies with the accounting treat- 
ment. I would submit, however, that 
the legal section should be reduced to 
principles. For example, in Executors’ 
Accounts there is, to my mind, little 
need to burden the student with a whole 
series of cases upon apportionment be- 
tween corpus and income in differing 
circumstances. Let the principles and 
methods be properly conveyed and then 
the detailed application in a case mM 
practice may be turned up as required. 


I have stated earlier that the prac- 
tising accountant must be prepared to 
range over a wider academic field than 
his commercial counterpart. Thus com- 
pletion of this stage of the course would 
be required of those who wished to 
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qualify to enter practice as public 
accountants, but would not be neces- 
sary for other purposes. 


In reviewing the above approach to 
the basis of technical training, I can 
see some objections which will be 
levelled at the principles upon which 
it rests. One is that the studies pur- 
sued by the student seeking the lower 
qualification do not include _ those 
specialised applications which the clerk 
in a public accountant’s office may be 
called upon to apply from time to time. 
I would submit that in most cases the 
call for those applications is compara- 
tively rare, and having in mind the 
object of the lower degree, control of 
work involving them would be placed 
in the hands of one who is suitably 
qualified. 

A second likely objection is that the 
subjects included in Stage 5 of the 
course go beyond the scope of accoun- 
ting. I cannot agree that this is so. 
They may perhaps be regarded as 
approaching specialist applications but 
each is of such importance and is met 
% often that the higher-qualified 
accountant should consider them as 
part of his training and the highest 
degree in accounting is, in my opinion, 
inomplete in their absence. Legal 
practitioners may specialise in, say, 
company matters, but this is not the 
subject of a special qualification 
& membership of a separate body. 
The study for that aspect is in 
the normal legal qualification and 
%, I believe, should the full 
qualification of an accountant cover 
il those aspects which are in 
tality only offshoots of the main sub- 
lect. Put more baldly, my view is that 
the complete accountant should be one 
who. is qualified by study and exam- 
mation to belong to secretarial and 
est accounting institutes which at pre- 
ent operate to cover as separate pur- 
wits subjects which should properly be 
kgarded as within the normal concept 
if accountancy. To recognise and to 
aljust this in the training stage may 
telp to bring closer the day when there 
an be one institute, society, associa- 
on, or whatever may be the appro- 
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priate title, to embrace all branches of 
accounting. In my view, the happening 
of such an event would mean the 
achievement of the greatest step still 
to be taken in the control and organisa- 
tion of the profession. 


Some may consider that the techni- 
cal aspects of accounting education 
should provide for the inclusion of 
such topics as accounting theory and 
social accounting. However, I am 
doubtful of the wisdom of introducing 
such studies unless they can be pre- 
sented in the right manner and thus 
am prepared to suggest that they 
should not be included in the standard 
syllabus. I would like to leave this 
aspect for the time being and return 
to it later. 


Capacity to think and to express ideas 


It is quite true to say that the pre- 
ceding suggestions for technical train- 
ing, like the present syllabuses of the 
Institute and the Society, give little 
or no scope for the development of the 
other capacities which I suggest should 
be regarded as most desirable attri- 
butes of the highly trained accountant. 
The lack of training in thinking and 
manner of expression appears to be a 
fairly widespread problem among 
students. Reference to the reports of 
examiners issued from time to time in 
Australia will indicate its prevalence 
in this country. That the same problem 
is met with elsewhere is apparent from 
articles which appear from time to 
time in overseas journals. I consider 
that the lack of differentiation in quali- 
fication standards is one basic reason 
for its existence, because we try to 
put through the same mill all who re- 
quire some accountancy qualification. 
Thus we fail to recognise that numbers 
of students have not the ability to de- 
velop these capacities, and indeed do 
not require to do so to any extent. 
Consequently I contemplate these 
aspects as of real importance in train- 
ing for the higher qualification only. 


It seems to me that the only way in 
which development of capacity to think 
can be achieved is through the manner 
of presentation of suitable subject mat- 
ter. If this subject matter can be 


203 





EDUCATIONAL STANDARDS 


presented in such a manner as to cause 
the student to seek beyond the confines 
of the class room, to read extensively, 
to digest and appreciate a number of 
views on the same subject and thereby 
to be stimulated to think out his own 
approach, to concentrate upon the 
relevant and to discard the irrelevant, 
then I feel that the necessary job can 
be done. Examination of the means of 
stimulating thinking will reveal that 
it cannot be achieved solely by exam- 
inations upon set pieces and that, stem- 
ming as it does from manner of presen- 
tation, its achievement must lie in 
the hands of those who teach rather 
than those who examine. It is in this 
connexion that the so-called “broaden- 
ing subjects” which are so frequently 
referred to have their main use, repre- 
senting as they do the distinction be- 
tween education and the mere acquisi- 
tion of skill. 


I find it difficult to appreciate how 
technical training in accountancy can 
depart to any real extent from set 
piece studies. Thus to require the 
student to study subjects more suited 
to the development of the capacity to 
think is of itself an advantage almost 
irrespective of the subject matter of 
the courses taken. However, if a happy 
medium can be struck by selecting 
courses the subject matter of which 
is of lasting benefit, then a double pur- 
pose is achieved. Typical of such a 
course is Economics where, in addition 
to the exercise in thinking, the train- 
ing can be of substantial benefit to an 
accountant in assisting him to under- 
stand and evaluate the numerous forces 
continually operating in business 
affairs. 


Development of capacity to express 
again lies more in the teaching field 
than in examining. It is fairly standard 
practice in many university classes to 
require students to submit essays from 
time to time. The preparation of such 
an essay forces the student to go be- 
yond the bare syllabus and to delve 
for his material in a variety of ways. 
This, coupled with the benefit of having 
the essays returned with comments on 
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the manner of presentation of materia] 
and on the clarity with which his 
thoughts are developed and expressed 
goes a long way towards developing 
the desired ability. 


Inadequate thinking and its neces. 
Sary outcome, inadequate expression, 
are deficiencies with which most of us 
are familiar and to correct which many 
of us can do something quite apart 
from the formal training aspects. If 
the senior is prepared to give those 
below him opportunities to write re 
ports and to deal with correspondence, 
and in addition will take the trouble 
to give careful guidance and instruc- 
tion in these matters, some steps can 
be taken towards improvement. In my 
own experience I have seen noticeable 
advances in manner of expresison and 
in reasoning follow from such efforts, 
but it is still true that some qualified 
and experienced accountants have much 
to learn in these directions. 


Experience and judgment 


Given perfection in the aspects dis- 
cussed so far, we are still a long way 
from having a competent accountant, 
because technical excellence, thinking 
capacity and the power of expression 
must be supplemented by practical 
experience in order to round-off train- 
ing. The solutions to problems which 
arise in practice are frequently not 
found in text books, but call for the 
application of well based principles and 
reasoning, backed by a knowledge of 
what has gone before and by sound 
judgment. The higher up one moves 
in either public or commercial accoun- 
tancy the more is one’s effort devoted 
to the formation and expression of 
opinions, the tendering of advice and 
the critical examination of proposals. 
The ability to attempt successfully 
these aspects of accounting is insepal- 
able from sound practical experience 
and it seems to me a serious omission 
that there is no necessary pre-requisite 
of experience for those who desire 
enter public practice, although the I 
stitute of Chartered Accountants 1 
Australia does apply this safe 
On the commercial side a de facto pre 
requisite of suitable experience may 
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regarded as existing in that the appli- 
eant for an accounting position will 
almost invariably have to satisfy his 
prospective employer that he knows 
his job practically as well as theoretic- 
ally, but anybody qualified only by 
examination is entitled to “put up his 
plate” and to offer his services as a 
public accountant. 


Comparison of this position with, 
say, the legal or medical professions 
reveals that accountancy lags behind, 
and I thus make a strong plea for 
adoption by both the Public Accoun- 
tants Registration Board and the 
Society of Accountants of a suitable 
safeguard. It seems to me that a 
minimum of four years’ experience in 
a public accountant’s office should be 
insisted upon for the purpose and that 
it should be immaterial whether that 
experience is gained before or after 
qualifying by examination. I have 
selected four years as a suitable period 
because the candidate will not be en- 
trusted with sufficiently responsible 
work to result in a suitable standard 
of practical knowledge in less than four 
years. In fact, I have found that in 
most cases aspirants to a really sound 
training in accountancy, be their ulti- 
mate aim commercial or public accoun- 
tancy, require six or more years’ sound 
practical experience before they can 
claim to be reasonably fully equipped. 
Of these years it is indisputable that 
the important ones are the later ones, 
because then trainees are for the most 
part doing a better class of work and 
coming closer to the problems and de- 
cisions of the practising accountant or 
the responsibly-placed commercial ac- 
countant. Principals and superiors can 
and should be prepared to help in this 
aspect of an accountant’s training by 
giving varied experience and using 
every endeavour to develop a sense of 
responsibility in those under them. 

@ way in which this can be done is 
by handing over for suggested solution 
a whole problem and not merely giving 
Instructions in detail on how to deal 
with the individual parts of it. Need- 
less to say in all cases, but more par- 
ticularly when the whole problem is 
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handed over, the need for supervision 
must not be overlooked. It is, of course, 
difficult for a principal to keep in close 
touch with each member of the staff 
so far as all the aspects of his work 
are concerned and to overcome this he 
should by precept and example incul- 
cate the idea that it is the obligation of 
each member of the staff to ensure the 
soundness and adequacy of training of 
all those responsible to him. 


It is apparent that, as I see it, the 
education of an accountant to the 
higher standard involves more study 
on the one hand and more experience 
on the other hand than is at present 
required. But I make no apology for 
suggesting these additions to the 
student’s task. I submit that it is 
possible to complete the examinations 
of the Institute and the Society with 
the equivalent of about three years’ 
study. Many I know will take this to 
task as an exaggerated statement but 
a close study of the syllabuses for the 
various examinations will, I feel con- 
fident, make my point—even allowing 
for the fact that the student usually 
has to work through the day and pur- 
sue his studies by night. In comparison 
with other professions this period of 
three years is short and although that 
of itself is not an argument for in- 
creasing it, it is nevertheless a weighty 
factor in replying to any criticism 
which may be directed at the extra 
burden thrown on the student by what 
are otherwise desirable increases in 
the scope of his studies. I think the 
comparative ease of qualification for 
accountancy is probably a substantial 
factor in a comment which I have 
heard expressed on more than one 
occasion and which in effect says: “He 
is not good enough to be a doctor, law- 
yer or engineer so I suppose we had 
better make him an accountant.” By 
the introduction of a lower qualification 
I would make the course easier for 
many but would seek at the same time 
to offer the opportunity for those who 
wished to enter a field in which the 
highly trained man could be proud of 
his status, and by this means would 
hope to develop properly the attributes 
to enable the profession to advance 
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further and to achieve the standing to 
which it should rightly aspire. 

It may be convenient at this point 
to turn back and, bearing in mind what 
is submitted to be a desirable course 
of training, examine the standard of 
entrance qualification which should be 
adopted. It is apparent from what has 
gone before that two basic standards 
of qualification are contemplated. The 
lower of these two standards is con- 
sidered suitable for those who do not 
aspire to train for acceptance of the 
highest responsibilities met with in 
commercial accounting and who do not 
wish to enter public practice. The 
higher qualification suggested would 
take those who pursue it to a standard 
in advance of that at present required 
by the Institute of Chartered Accoun- 
tants, the Society and the Public 
Accountants Registration Board. 


The two entrance standards which 
need consideration are, firstly, that 


which is equivalent to the Intermediate 
Certificate, and secondly that which is 
equivalent to the Matriculation. I see 
nothing in the requirements for the 


lower qualification which leads to the 
conclusion that the present entrance 
standard is insufficient. What is ex- 
pected of those who do not go beyond 
the lower standard is, in my opinion, 
within the compass of those possessing 
the Intermediate Certificate. If this is 
coupled with the present practical diffi- 
culty of raising the entrance qualifica- 
tion for all to Matriculation standard, 
the conclusion that there should be no 
general alteration of entrance standard 
is inescapable. 


A different problem presents itself, 
however, in the case of those who wish 
to obtain the higher qualification. It 
is from the ranks of these that the 
most important and responsible accoun- 
ting positions will be filled and it is 
mainly for this group of people that 
the training in each of the aspects 
noted earlier should be pursued to the 
fullest extent. Although I do not think 
that more than Intermediate Certificate 
standard is an essential for the devel- 
opment of technical proficiency, I do 
consider it essential in regard to the 
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development of the capacity to think 
and to express ideas. This is partly 
because of the greater likelihood that 
the candidate who has achieved Mat- 
riculation standard will be the more 
willing to undertake the further 
studies required for the higher quali- 
fication and partly because the ability 
properly to apply the benefits of the 
higher degree is largely a matter of 
basic education which must be present 
as a foundation on which to build. 
If the foregoing is accepted as a de 
sirable basis for accountancy training, 
the next point to consider is how it may 
be implemented—depending as it does 
on teaching, examining and practical 
experience. Sufficient has already been 
said about practical training to allow 
that aspect to be put aside, but some 
more detailed examination of the first 
two sections must be made, The main 
classes of bodies which both teach and 
examine are the technical colleges and 
the universities, whilst those who teach 
only are by and large the business and 
coaching colleges and those who exam- 
ine only are of course the Institute and 
the Society, acting jointly with the 
Public Accountants Registration 
Board. To achieve the earlier sugges 
tion of a standard syllabus for techni- 
cal training in accountancy would need 
the co-operation of all of these bodies. 
It would undoubtedly be a substantial 
task to achieve this co-operation in 
full measure, but the _ relationships 
which have developed in recent years 
indicate that at least fairly fertile 
ground exists which could be culti- 
vated. I will revert later to further 
benefits which might ensue from the 
establishment of a committee on edv- 
cation comprising representatives 
from each of the appropriate bodies, 
but for now put forward the sugges 
tion that the establishment of such 4 
committee would be warranted in rela- 
tion to technical syllabus requirements 
alone. I join with that suggestion 4 
strong plea for consideration by the 
various bodies of achieving the maxt 
mum co-ordination in the educational 
field by this means. With the desire 00 
the part of each to achieve substantial 
uniformity in the syllabus of technical 
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training it seems to me that it would 
be quite feasible for the committee sug- 
gested to bring forward satisfactory 
recommendations for a basis designed 
to meet the needs of the various groups 
who need some or full training in 
accountancy. 


The other aspects, namely develop- 
ment of ability to think and develop- 
ment of expression are not so easy. 
Where teaching and examining are 
joined it is easier to see the solution 
along the lines spoken of earlier in 
connexion with the manner of presen- 
tation of the subject and the require- 
ment for submission of essays. 


Thus one weakness in the manner 
in which the technical aspects of edu- 
cation for the profession and the 
examining of candidates are concerned 
becomes clear. I have seen it suggested 
that the institutes should teach as well 
as examine or that the membership by 
candidates of a students’ society, which 
would fill in the gaps between technical 
education and a full education for the 
profession, should be compulsory. 
Whilst these suggestions are no doubt 
laudable it seems that they must be 
discarded as impracticable, because the 
provision of the necessary facilities for 
teaching would appear to be beyond the 
capacities of the institutes or students’ 
societies and would take them into a 
field which they have no desire to enter. 
What appears to be the unavoidable 
separation of teaching and examining, 
while examinations are conducted by 
the institutes, seems an almost insuper- 
able barrier to enforcing a balanced 
course in which the so-called cultural 
approach would be accorded due weight. 
Even if by some means it could be 
immediately enforced I doubt whether 
the time is ripe for such a step because 
such a change must be preceded by a 
basic change in thinking in those 
whom it affects and a thorough appre- 
clation of the reasons which brought 
It about. The present method of quali- 
fication ig of such long standing that 
it would take some time to achieve 
the changed thinking and appreciation 
of the need. 
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Even though there can be no en- 
forcement, at least for the time being, 
there can still be the maximum of 
encouragement given by all interested 
to entry to the accountancy profession 
through the universities, where the 
more balanced preparation is a fact. 
The steps which have been taken up 
to date to foster co-operation with the 
universities, and the granting of 
exemptions to students based on suc- 
cess in university examinations, are the 
main ways in which encouragement 
can be offered at present. Here again 
the practice of offering only one stan- 
dard of qualification proves a draw- 
back. If there were the two standards 
referred to throughout this paper, the 
attraction of the higher standard might 
well be a factor in encouraging those 
suited for it to undertake their studies 
through the best channels. This in 
turn would assist materially in raising 
the status of accountancy in the uni- 
versities so that, in time, a large body 
of students seeking the higher degree 
would come to accept a_ university 
course as a desirable and normal 
training in much the same way as most 
of those seeking legal qualification turn 
automatically to a university degree. 
To assist this development, the pro- 
fession as a whole should be prepared 
to support and draw closer to the uni- 
versities. Support can be provided 
financially; by the inclusion of lectures 
within the normal course given by 
leading commercial and practising 
accountants upon subjects in which 
they are especially skilled; by greater 
joint planning of research; and by an 
increased degree of contact and ex- 
change of ideas between the several 
bodies. 


I referred earlier to the establish- 
ment of a committee of the various 
bodies concerned to consider the prob- 
lem of standardising syllabus require- 
ments, and suggested that such a 
committee could in fact range over a 
far wider field. A further problem re- 
ferred to it for consideration might 
arise out of the preceding paragraphs 
which have touched on what is some- 
times referred to as the “university 
approach” to qualification. The problem 
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is whether that approach should be 
pursued to the extent of the institutes 
abandoning the examination field. 
From what has gone before, it will be 
apparent that my view is that the 
separation of teaching and examining 
means the virtual impossibility of en- 
forcing the properly balanced educa- 
tional course which is so desirable as 
the basis for the higher qualification. 
Thus I see great merit in the sugges- 
tion in the case of the higher degree, 
but feel that a number of practical 
difficulties would make it impossible 
of achievement. The separation of 
teaching and examining does not appear 
to have any grave disadvantages in 
relation to the lower standard and for 
this reason I see no need to change the 
present basis for that qualification. 


Post-graduate education 


What has been dealt with so far is 
that which will make an accountant. 
It is now necessary to consider what 
will keep him after qualification as an 
accountant who is up to date in the 


continual developments taking place 
in practice and in thinking, and who, 
being willing, is able to examine critic- 
ally and to contribute to the body of 
knowledge which is one of the hall- 
marks of a profession. In recent years 
both the Institute of Chartered Accoun- 
tants and the Society of Accountants 
have given increasing attention to the 
post-graduate needs of members and 
by various means have made a sub- 
stantial amount of material available 
to satisfy them. The provision of post- 
graduate education is basically the 
responsibility of the institutes and the 
main points which seem to need cover- 
age are: 


1. The dissemination of knowledge 
and provision of a forum for discussion 
through periodical publications of 
which the monthly journal of each of 
the Australian bodies is an example. 
. Journals of similar types, which are 

sometimes greater in coverage, exist in 
other parts of the world but I doubt 
whether either the local or the over- 
seas journals receive the careful atten- 
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tion they deserve at the hands of Aus. 
tralian accountants. Also it would seem 
that the contributors of articles to our 
journals form a relatively small group 
in Australia and thus their use as a 
means of discussion of problems is 
necessarily limited. This deficiency can 
be overcome only by making the jour- 
nals as useful and as informative as 
possible and by having the idea 
accepted early in a student’s training 
that it is not only his privilege but also 
his duty to read for his own benefit 
and to contribute for the benefit of 
others. Perhaps if it could be achieved, 
the publication of a joint journal by 
both the Institute and the Society 
might provide some better opportuni- 
ties than now exist for further in- 
creasing the appeal of the publication, 
although I would not like that comment 
to be construed as a criticism of the 
existing journals for which, with many 
others, I have a great respect and 
appreciation of the effort which goes 
into their publication. 


2. The arrangement of lectures on 
a wide range of topics, so as to provide 
information which will appeal to a wide 
group of members of the institutes. To 
achieve this it is necessary that a 
number of the subjects offered should 
be of a type which members feel will 
provide information which may be use- 
fully applied in dealing with everyday 
practical problems. Efforts have been 
made from time to time to ascertain 
from members the type of subject in 
which they would be interested, but 
these attempts have not produced any 
real response. This lack of response can 
only be attributed to apathy, and in- 
deed this apathy is apparent in the 
response to most offers of post-gradu- 
ate facilities. 


8. Periodical conferences and col- 
gresses have been held by the Institute 
and the Society for a number of years 
and have generally proved very suc 
cessful. Such gatherings have their 
main purposes in providing a stimulus 
for the preparation of papers updo 
suitable subjects and in gathering 
members together so that they may 
meet and exchange ideas, and in 90 
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meeting and discussing help to knit 
more closely what is otherwise a loose 
grouping of accountants through their 
professional bodies. 


4, Library facilities are in existence 
but again appear to be used to a far 
lesser extent than is desirable. If the 
Institute and the Society could devise 
a means of offering joint library facili- 
ties to the members of both bodies, I 
feel that more extensive coverage and 
service could be offered. 


5. Discussion and research groups 
have played a part in post graduate 
education for some time but their acti- 
vities are supported in the main by a 
comparatively small number, whose 
willingness to shoulder the task of 
promoting this aspect of post graduate 
activity has yielded some outstanding 
results. The case study method could 
perhaps be developed with advantage 
through these groups. 


From the brief comments upon each 
of the above avenues it is apparent 
that good facilities exist in a number 
of directions, but that the main diffi- 
culty is to overcome the apathy of the 
bulk of members. The immediate ques- 
tion is how this may be done. It seems 
to me that the first step is to drive 
home to students (particularly those 
seeking the higher qualification) that 
completion of their formal training 
marks only the first stage in their 
development as accountants, and that 
they owe it to themselves and to their 
profession to utilise facilities to advance 
their knowledge and to endeavour to 
put back into their profession some- 
thing more than they take out. 


Research 


_In recent years a great deal of atten- 
tion has been directed to the need for 
accounting research. The appointment 
of a Research Officer by the Society, 
and a similar appointment intended by 
the Institute, indicate the importance 
Which these two bodies attach to this 
aspect of accounting education. 

._ The subjects of which detailed exam- 
Imation has been undertaken have 
ranged from Social Accounting to In- 
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ternal Control. The two subjects men- 
tioned illustrate the width of the field 
which it has been attempted to cover. 
The former represents a project which 
is necessarily long range in its scope 
and in the time which must elapse be- 
fore its results can gain general accep- 
tance and be of substantial appeal to 
a large body of accountants. The latter 
subject, Internal Control, is one which 
is of immediate practical concern to 
many practising and commercial 
accountants, and one upon which the 
results of investigations could be pub- 
lished and applied by members in a 
relatively short time. 


That there is need for both long- 
term and short-term research is un- 
doubted and I fee] that some division 
of function between the various bodies 
which can be expected to promote re- 
search activities may result in a better 
overall effort devoted to the solution of 
the problems which need examination. 
Here again the committee on educa- 
tion to which I have referred in other 
connexions could do valuable work in 
promoting a co-ordinated effort, with- 
out overlooking the fact that research 
by any individual springs largely from 
his interest in the particular subject 
to which his efforts are directed. The 
way in which research activity could 
be broken up would be by looking to 
the universities for pursuing what I 
have called long-term projects and 
looking to the professional bodies to 
deal with short-term projects. Revert- 
ing to the two topics mentioned above 
(Social Accounting and Internal Con- 
trol), the universities are clearly better 
able to undertake the former and the 
institutes the latter. This is because 
the first subject needs substantial liai- 
son between accountants and econom- 
ists, whilst the second requires a good 
knowledge of actual practice, which is 
to be found more among members who 
are in touch with the subject through 
their everyday activities. 


The division of research responsibili- 
ties in the manner indicated would best 
utilise the available facilities. I feel 
that, despite the efforts which have 
been made in recent years, the number 
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of accountants who have contributed 
to the research work is too few. This, 
like the comparative apathy towards 
post-graduate education, is something 
for which the first correctives must be 
applied in student days. But even if 
interest is aroused in the early years, 
it is likely to flag quickly unless sub- 
jects offering for research can con- 
tinually stimulate it. I think it most 
likely that the bulk of those who re- 
gard themselves as “practical” accoun- 
tants are far more likely to take an 
interest in, and contribute to, what 
they would regard as “practical” re- 
search, as opposed to what they might 
consider “theoretical” research. This 
appears to be illustrated by the experi- 
ence of a Commonwealth Institute 
group which commenced an investiga- 
tion of accounting terminalogy. In due 
course the first definitions and recom- 
mendations regarding the use of terms 
were published and comments invited, 
but the response was almost negligible, 
and I am prepared to offer the opinion 
that very few members were suffi- 
ciently interested even to read the re- 
port fully and carefully. Even though 
this may be regrettable, it is never- 
theless something which must be faced 
if a larger body of accountants is to 
be stimulated to take more interest in 
the development of the knowledge of 
the profession. 


Conclusions 


Having traversed the field of the 
more important headings of Accoun- 
ting education, it is now necessary to 
draw the threads together so as to 
bring out the conclusions which have 
been reached. The subject has been 
approached on the basis of an exam- 
ination, made largely in chronological 
order, of what I believe to be the edu- 
cational requirements of candidates 
and qualified accountants. I think it 
will be convenient firstly to present 
the overall conclusions and then to 
present the remainder centred round 
the main groups of bodies in the 
teaching and examining field. 

My overall conclusions are that: 
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. a standard syllabus of technical 
training should be developed in a 
manner best suited to serve the 
needs of differing classes who need 
varying degrees of training in 
accountancy ; 

. two. standards of qualification 
should be offered, training for the 
higher standard being conducted as 
much as possible by the universi- 
ties ; 

. @ greater measure of co-operation 
between various bodies concerned 
with accountancy education is desir- 
able and could be achieved through 
the setting-up of an education com- 
mittee; and 

. adoption of the foregoing would 
enable the profession to break 
through the barrier which at pre 
sent prevents the raising of educa 
tional standards. 


The main bodies concerned in accoun- 
tancy education are the Institute and 
the Society; the coaches and business 
colleges; the technical college; the uni- 
versities; and the Public Accountants 
Registration Board. At present, and 
it would appear for the future as well, 
the Institute, the Society and the Board 
cannot move beyond the examining field 
and the coaches and business colleges 
cannot go beyond the preparation of 
candidates for the set piece examina- 
tions of these three bodies. The Tech- 
nical College is naturally not concerned 
to go beyond technical training, and 
thus the universities are the only insti- 
tutions which can provide what has 
been referred to as a “balanced” pre 
paration for the higher standard 
qualification. A brief examination of 
the part each of the above could play 
in the changed circumstances envisaged 
in this paper is made in the following 
paragraphs. 


Institute and Society 

It goes without saying that, although 
the bodies might take some action m 
their local fields, the implementation 
of the broad plan envisaged _hereil 
would have to commence with joint 
action by the Institute and the Society, 
for these are the bodies primarily col 
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cerned with safeguarding and increas- 
ing the status of the profession and 
thus are the ones which must give the 
lead for development. They would con- 
tinue to be the main channels of post- 
graduate education and would partici- 
pate to a substantial extent in research. 

As far as implementing the other 
aspects of the plan is concerned, I visu- 
alise that, following the commence- 
ment of the standard syllabus, each 
body would be able to examine at the 
end of Stage 3 for the lower qualifica- 
tion and at the end of Stage 4 for the 
higher qualification, with the proviso 
that completion of Stage 5 would be a 
necessary requirement for those who 
wished to obtain the academic qualifi- 
cation entitling them to enter public 
practice. It is not contemplated that 
any additional degree would be granted 
for this, and it would thus be comple- 
mentary to the suggested requirement 
of four years’ experience prior to enter- 
ing practice. It may be that the addi- 
tion of a symbol, for example (P), to 
any academic degree held might be 
considered a desirable matter, signify- 
ing fulfilment of all requirements for 
public practice, but on the whole I do 
nt favour this. 

As well as granting the two quailifi- 
cations mentioned, it would be possible 
for the Institute or the Society to in- 
troduce an examination at any earlier 
stage of the course. Thus, if the 
Society, for example, felt it desirable 
to commence some test for bookkeepers 
it would be able to do so at the appro- 
priate stage of the syllabus. The ad- 
vantage of the standard syllabus is 
apparent in that a certification by the 
Society that Stage 2 had been com- 
pleted would indicate success which 
corresponded with a similar certifica- 
tion issued by any other body. Need- 
less to say, completion of Stage 3 
would be a pre-requisite to membership. 

It will be realised that the difficulty 
about enforcing the “balanced educa- 
tion” is not solved through the Insti- 
tute and the Society. Thus further 
reference must be made to this aspect 
om the universities’ part is dealt 
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The coaches and business colleges 


The part to be played by these two 
groups would not differ from their 
present role of preparing candidates to 
the standards required for Institute 
and Society examinations. 


The Technical College 


As pointed out earlier, the Technical 
College has for some time offered two 
grades of qualification—the Certificate 
and the Diploma. The latter course 
goes some of the way to achieving the 
objectives which I have set forth, but 
because the College is basically a school 
and not a university it cannot be ex- 
pected to provide substantially more 
than technica] training, so that the 
“cultural subjects” or the aspects which 
differentiate education from training 
are necessarily missing from its course. 
I presume that, if the principles upon 
which this lecture is based were 
adopted by the Institutes, the College 
would be prepared to adjust its courses 
and its standards of qualification ac- 
cordingly. Especially since the estab- 
lishment of the Faculty of Commerce 
at the University of Technology there 
seems to be no need for the College 
to attempt to cover wider fields. 


The universities 


By a process of elimination, and also 
by positive thinking, the universities 
remain as the teaching (and examin- 
ing) institutions through which some 
real progress may be made towards 
lifting educational standards. The 
reasons for this conclusion have been 
stated earlier. 


A few minutes spent at this point 
on an examination of the type of 
course which the University of Sydney 
on the one hand, and the University 
of Technology on the other, would be 
prepared to offer may be in order. I 
think it would be right ta say that 
Sydney University would not wish to 
plan a course in accountancy which had 
as its primary object the training of 
“tradesmen”. Professor Butlin will, I 
am sure, bear me out in the statement 
that the commencement of such a 
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course would not be regarded as ful- 
filling the aims of the University of 
Sydney. The New South Wales Univer- 
sity of Technology however would prob- 
ably have a somewhat different ap- 
proach to this matter, and would 
probably have in mind a course which, 
by whatever name called, would be the 
equivalent of a degree in accountancy. 
I consider that every encouragement 
should be given to the adoption of this 
approach, because the establishment 
of such a course and its acceptance 
over the years by the public would do 
much to raise the regard in which the 
accountancy profession is held. The 
benefits would be more marked if it 
could be said that the majority of 
accountants possessing the higher 
qualification obtained it through uni- 
versity studies, 


I would like to return here to a 
matter which I left in abeyance much 
earlier, namely the omission of sub- 
jects such as Accounting Theory and 
Social Accounting from courses of 
study. Even though it may be desir- 


able to include some brief descriptive 
matter of these subjects in pass 
courses, their real place lies in honours 
work. There is at present no provision 
at Sydney University to enable Accoun- 
tancy to count towards the grant of 
honours upon graduation, although 
moves have been made in that direction. 
With that lack, the accountancy side 
of the syllabus for the Economics de- 
gree must fail to attract some of the 
better students who seek to graduate 
with honours, and it must suffer accord- 
ingly. To hasten the time when this 
disability will be removed should be 
a goal to be achieved by all who look 
to the raising of the standard of 
accountancy education. Similarly the 
institution of honours grades at the 
University of Technology should be 
sought as soon as this is practicable. 
Much remains to be done to link up 
economic and accountancy concepts, 
and a most fruitful source of good work 
in this direction must lie in discussion 
at the honours level between economics 
and accountancy students and staffs. 
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The means of encouraging students 
to approach their accountancy training 
through university studies have already 
been dealt with. A scheme to achieve 
the like purpose exists in the United 
Kingdom, but up to date has attracted 
less students than hoped for. Although 
no formal scheme exists here, the 
Institute, the Society and the Boar 
have granted substantial exemptions 
from their examinations on the basis 
of university examinations, but I think 
that it is true to say that comparatively 
few candidates accept the approach. 
It is this which must be rectified if 
the educational standards of the pro 
fession are to be raised to a suitable 
level. I believe that the chance of a 
higher qualification by which the able 
and ambitious may distinguish then- 
selves will do much to help. 


The Public Accountants Registration 

Board 

As its name implies, the Board is 
concerned only with the practising side 
of the profession. It was set up ata 
time when the number of different 
accountancy institutes was a cause of 
confusion and concern. Happily those 
circumstances are now past and, with 
the adoption of the principle of joint 
examinations, the task of the candi- 
date has become much more straight- 
forward, and I trust that it will not 
become necessary for the Board to 
conduct separate examinations again. 


At the moment it is not necessary 
to be registered with the Board in order 
to practise as a public accountant. The 
only statutory bar is that an unregis- 
tered person may not be appointed as 
auditor to a body required by statute 
to have an auditor. If this gap could 
be covered so that registration became 
a condition precedent to commencing 
practice, circumstances would 
created in which a full control could 
be exercised over the practising side 
of the profession to ensure the mail- 
tenance of proper standards, The 
relative provision which applies ™ 
Queensland could well be adopted. 


In order to implement the sugges 
tions made in this paper, it would be 
necessary for the Board to subscribe 
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to the principle of insisting on posses- 
sion of the higher qualification and the 
necessary practical experience as re- 
quirements for registration. Even 
though it could make these two changes 
at any time, I would hope that it would 
not do so without the prior agreement 
of the Institutes, as such a step would 
cause a reversion to the need for con- 
ducting separate examinations. Al- 


though I am convinced of the desira- 


bility of providing a higher standard 
of qualification for entry into public 
practice, I feel that separate action by 
the Board is not the way in which it 
should be achieved. In other words, my 
belief is that the Board should provide 
the statutory authority through which 
the Institutes work and, provided that 
it is satisfied that essential protections 
exist, it should leave the control and 
development of the profession to those 
bodies. 





ACCOUNTANTS’ 


This article is based on a luncheon 
address given to members of the New 
South Wales Division, Australian 
Society of Accountants, earlier this 
year. 


LIABILITY 


TO THIRD PARTIES 


Sir Richard Yeabsley, 
C.B.E., F.C.A., F.S.A.A. 


N practice accountants’ liability to 
third parties, by which I mean per- 
sons other than the accountants’ imme- 
diate clients, is most likely to arise out 
of fraud or negligence. I do not propose 
to deal with specific statutory rules that 
may exist, such as with regard to pros- 
pectuses, but the principles of English 
common law which now apply. 


Fraud 


If an accountant in a report, state- 
ment or set of accounts, or in any other 
way, knowingly or recklessly makes 
false statements of fact intending other 
persons to rely on them and those 
other persons act upon those state- 
ments and suffer damage as a result, 
the accountant will be personally liable 

them in damages if they sue him. 
The liability does not arise from his 
being an accountant. Indeed any per- 
son who tells deliberate lies which mis- 
lead others to their damage will be 
liable to them if they bring an action 
against him, and it matters not 
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whether they are his clients or third 
parties. 

Happily it is rare for an accountant 
to be guilty of this sort of conduct, so 
that it is not necessary to do more 
than touch upon one aspect of this 
subject, which leads on to the next— 
negligence. 

The question, whether a careless 
statement honestly believed but with- 
out reasonable grounds for that belief 
would in itself amount to fraud, was 
settled in English law in the famous 
case of Derry v. Peek (1889), 14 App. 
Cas. 337. This case was in connexion 
with statements made in a prospectus 
by directors, on which the plaintiff, 
Peek, relied in taking up shares in the 
company. Their Lordships, on appeal 
to the House of Lords, held that the 
absence of reasonable grounds for be- 
lieving the statement to be true was not 
conclusive proof of fraud, it was only 
some evidence of it. The directors of 
the company in this case genuinely, 
though mistakenly, believed that what 
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they had said was in substance true. 
They had not been recklessly indiffer- 
ent whether it was true or false. Con- 
sequently they were not liable in fraud. 


From what I have said it is clearly 
necessary to satisfy yourself that you 
have reasonable grounds every time 
you state a fact, remembering that 
giving an opinion, though different 
from stating a fact, is usually taken 
in law as a representation that it was 
in fact the opinion you held at the time. 
Therefore it is equally important that 
you should be able to show, if neces- 
sary, that you had reasonable grounds 
for your opinion. 


Negligence 

The mention of Derry v. Peek leads 
naturally to the question of negligence. 
Granted that a careless statement 
honestly believed is not fraudulent, 
could a third party sue in negligence 
on the basis of such a statement? 


In the present state of the authori- 
ties in England, it is quite clear that a 
majority in the Court of Appeal is 
against the existence of an action in 
tort for merely negligent statements. 


The most recent example of this is 
another famous case, Candler v. Crane, 
Christmas & Co., [1951] 1 All E.R. 426. 
On the facts of the case the Court of 
Appeal held by a majority of two to 
one affirming the decision of the Court 
below, that in the present state of the 
authorities the firm of accountants, 
Crane, Christmas & Co., who had pre- 
pared and audited the accounts, owed 
no duty of care to Mr. Candler who, as 
a prospective investor in the company, 
had relied on the accounts. Legal 
liability for negligence depended on 
the existence of a duty of care, and in 
the absence of any contractual or 
fiduciary relationship between’ the 
parties the firm was not liable at all 
to Mr. Candler. The net effect of this 
decision is that, for practical purposes, 
an English accountant owes a duty of 
care, and therefore can be liable for 
negligent mis-statements, only to a 
person with whom he is in a contractual 
relationship, i.e. his client. 
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Whether this is an entirely right o 
indeed happy state of affairs is an open 
question, and there will be some who 
would go a long way with the view 
expressed by the dissenting Judge— 
Lord Justice Denning. 


Let us for a moment consider the 
recent case in the U.S.A. of CL? 
Financial Corporation v. Barrow Wade 
Guthrie & Co., decided in June 1955 
in the United States Court of Appeals, 
It was a case which included an allega- 
tion of negligence in the conduct of 
audits, brought by C.LT. Financial 
Corporation, which had in the course 
of its business made a substantial loan 
to a company of which the defendants 
were auditors. Its interest for ow 
purpose is that the American jury’ were 
directed that, in order to establish that 
a duty of care was owing to the plain- 
tiff, they would have to find that the 
auditor’s reports had been intended 
for the “primary benefit” of the plain- 
tiff. 

It would seem then that if accounts 
or reports were negligently prepara 
by accountants expressly for the bene 
fit of a third party, in addition to the 
client, and the third party acted in 
reliance upon them to his loss, it would 
be open to an American Court to hold 
the accountant liable to the third party, 
on the ground that in the circumstances 
the accounts were intended for the 
latter’s “primary benefit’. 


So much for the law—but what of 
our moral obligation to the public and 
to those to whom we know the accounts 
will be presented, e.g., the revenue 
authorities and in many cases the com 
pany’s bankers? Great reliance 3 
placed by all in our integrity and the 
due appreciation by each of us of the 
unique position of trust and responsi 
bility occupied by our profession. Let 
us honour the obligation thus im 
upon us to do right before all men and 
ensure that our conduct in our relatiot 
ships with those who trust in us 
rely upon our word is exemplified by 
facts displayed with frankness and 
fairness in those accounts and reports 
with which we are associated. 
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current problems discussed in overseas journals 


Management accounting 

In The Accountants Journal (Lon- 
don), December, H. Dugdale continues 
his series of articles on Management 
Accounting. He discusses the division 
of expenses into the fixed, variable and 
semi-variable expense categories for 
flexible budgeting and break-even 
analysis. In the January issue of the 
same journal, Mr. Dugdale outlines the 
advantages of work measurement for 
better production control and for stan- 
dard-cost purposes. 

After discussing the characteristics 
of control, the socio-psychological ef- 
fects of control, and the main features 
of a control programme, Robert E. 
Wetnight, Some Aspects of Control 
for the Foreman, Cost and Management, 
December, presents and discusses two 
reports, one weekly and one monthly, 
to be used by the department foreman 
in a manufacturing enterprise as a 
means of comparing actual perform- 
ance with standard, and of analysing 
the variances disclosed by this com- 
parison. 

John H. Rittenhouse, The Controller, 
January, Profit Planning under Auto- 
mation, suggests that haphazard plan- 
ning for automation may lead to con- 
ditions of excessive inventories, high 
manufacturing costs, or inadequate 
capacities. Comprehensive planning 
by integrating marketing, engineering, 
and finance programmes with manu- 
facturing is the keystone of maximum 
benefits from automation. 

The extent to which any product or 
plant adopts the automatic approach 
to manufacturing depends upon the 
maximum profits to be expected for a 
determined period of time. It is a re- 
sult of determining the total revenue, 
and selecting the combination of manu- 
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Notes prepared by members of the 
teaching staff in the Department of 
Accounting, University of Melbourne 


’ facturing methods that produce the de- 


sired volume of goods at the lowest 
total cost. 

In The Accountant, January 7, R. G. 
Leach argues that the provision of ad- 
vice on management accounting should 
be part of the services rendered by 
professional accountants and that they 
should aim to become better qualified 
to give this advice. 

In The Production of Accounting 
Data for Management, in The Account- 
ant, January 14, W. W. Fee stresses 
the importance of the industrial ac- 
countant getting to know the internal 
organisation of his firm and of provid- 
ing at the appropriate time the infor- 
mation needed by each member of the 
management team. 


Accounting reports 

Management is the sum of the de- 
cisions; so says Joseph B. Pope, The 
Controller, January, in an article en- 
titled Communication: the Mystery in 
Management. From this concise de- 
finition the author develops the general 
principles, objectives and techniques of 
management and uses these as the basis 
of his study of communication. Two 
factors are of prime importance— 
meaning and understanding. Mr. Pope 
tells how meaning, the heart of com- 
munication, is transmitted, and he dis- 
cusses the vehicles of transmission of 
meaning commonly employed—words, 
interpretation of words, insight, 
silence, etc. He examines the defects 
of language as an instrument for con- 
veying meaning and shows how an in- 
dividual’s feelings can affect all forms 
of meaning. He deals finally with 
suggestions for solving the mystery, 
and places particular emphasis on the 
development in recent years of the ap- 
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plication of human science to business 
operations. 


Internal auditing 


In The Accountant, December 3, J. O. 
Davies makes some suggestions on the 
planning and preparation of audit re- 
ports—particularly those of internal 
auditors. 


David J. Dawson, The Internal Audi- 
tor, December, is the latest contributor 
to this periodical to enter the con- 
troversial field of “operational” v. 
“protective” internal audit. His new- 
look objective of internal auditing is 
centred around its constructive rather 
than its protective phases. Having 
accepted the new-look objective, the in- 
ternal auditor is faced with added re- 
sponsibilities which will necessitate a 
revised personal approach to the audit. 
This new approach will enable him to 
provide management with benefits and 
potential benefits which could not 
otherwise be enjoyed. 


The hotel is a familiar part of our 


daily scheme of living. However there 
are probably few of us who are 
familiar with the intricacies of the 
work behind the scenes which leads up 
to our hotel bill and the hotel’s operat- 


ing statements. In a business where 
speed is a vital necessity and where op- 
portunities for fraud and waste are 
abundant, there is need for a special- 
ised form of internal control. Andrew 
C. King, The Internal Auditor, Decem- 
ber, leads us through a hotel operation 
and explains the techniques used to 
effect financial control in this interest- 
ing business. 


Return on investment 


In the N.A.C.A. Bulletin, January, 
T. C. Davis deals with the assessment 
of the rate of return from a productive 
installation at four stages of its life: 
when the installation is first proposed ; 
when the accuracy of the forecast is 
first assessed; during the normal ser- 
vice life of the installation; and when 
it has reached a stage of declining pro- 
fitability. 
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Planning capital expenditure 

Control of capital expenditure must 
be exercised at all times, before, dur. 
ing, and after incurrence. J. F. Body, 
Economics of Capital Expenditure, 
The Cost Accountant, January, dis. 
cusses planning for expenditure in its 
two aspects, namely the development 
of long-term projects, and the making 
of decisions regarding individual pro 
jects. He also discusses the compari. 
son of actual and estimated costs dur. 
ing and after construction; and after 
the installation has been completed, the 
comparison of the actual earnings or 
net gain with those forecast in the 
original application for expenditure. 


Maintenance costs 


As the degree of automation in in- 
dustry increases so does the importance 
of maintenance costs and the need to 
control them. Labour costs form the 
major part of the expense of mainten- 
ance. G. C. E. Baker, A Plan to Im 
prove Maintenance Costs, Cost and 
Management, describes how, by the use 
of work measurement and the setting 
of standards, maintenance cost was 
substantially reduced in a number of 
cases. 


Uniform costing systems 

B. Ward, The Cost Accountant and 
the Trade Association, The Cost At 
countant, January, describes the prob 
lems encountered in devising a uniform 
costing system for a number of firms 
which, although basically engaged on 
the same type of product, differed 
widely in size, layout, methods of pro 
duction, administration, and account 
ing. He mentions some of the benefits 
which have accrued to those members 
of the association who have adopted 
the uniform costing scheme. 


Distribution costs 

There is a difference between pre 
duction-cost control and distribution 
cost control. In controlling production 
costs management is largely concern 
with the effect of volume on costs 
while in the case of most distribution 
costs management considers the effect 
of such expenses on volume. Andre 
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Parent, Some Aspects and Applications 
of Distribution Costing, Cost and Man- 

ement, January, outlines a method 
of controlling distribution costs based 
on market analysis, the setting up of 
carefully defined sales-control areas, 
and a breakdown of distribution ex- 
pense. 
Mechanised accounting 

W. L. Vick, N.A.C.A. Bulletin, Janu- 
ary, describes how Stromberg-Carlson 
put their general ledger on punched 
cards. The month’s journal vouchers 
are punched on to tabulating cards, 
which are sorted by ledger-account 
number. After cards representing the 
previous month’s account balances are 
added, a tabulation produces the ledger 


accounts for the month, while a sum- 
mary punch automatically strikes a 
new balance card for each account, as 
a starting point for next month’s led- 
ger. 


Incentives 

In the N.A.C.A. Bulletin, January, 
R. P. Jones describes the steps in set- 
ting production standards for incentive 
pay in a case where output is limited 
by machine capacity. 


Cost accounting 

J. H. Gould, Cost Control for the 
Small Manufacturer, N.A.C.A. Bulle- 
tin, January, reviews the essentials of 
a cost system, with emphasis on sim- 
plicity and a minimum of recording. 
For expense control, he recommends 
flexible budgets. 








NEWS AND NOTES 











Australian Society of Accountants 


VICTORIAN DIVISION 


Annual meeting 

670 members and a number of distinguished 
guests attended the annual meeting of the 
Division held at the Royale Ballroom on 28 
March, Among the guests were the Hon. 
A. J. Rylah, Deputy Premier and Chief Sec- 
retary, and the Hon. John Cain, Leader of 
the Opposition. 

During the business part of the meeting, 
the State President announced the result of 
the ballot for Divisional] Council. Those 
elected were Messrs. L. H. Dillon, A. McB. 
Fairfoul, V. L. Solomon and E. T. Spackman. 
After the annual meeting, a social evening 
was held. 

The Hon. A. J. Rylah proposed the toast 
of the Society and gave an assurance that 
his Government would introduce, at an ‘early 
date, a Bill for registration of accountants. 

. G. E. Fitzgerald, General President, re- 
sponded to the toast on behalf of the 
Society. Mr. V. L. Solomon, State Vice Presi- 
dent, proposed the toast to the guests and 
the Hon. John Cain responded. Mr. Cain 
mentioned that the Registration Bill had 

prepared while his Government was in 


During the evening musical items were 
by Mrs. Peggy Shea and Miss Vera 
e, 
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Family circle discussion 

The April discussion was on Retail Inven- 
tory Method, and Mr. L. R. McBeath, Secre- 
tary of Brash’s Pty. Ltd. was the speaker. 

Mr. McBeath explained that the method 
of accounting for stock at retail prices was 
by no means new, a United States business 
having used this method as far back as 1902. 
The method had many advantages, not the 
least of which was the ease with which trad- 
ing figures could be produced. By freeing 
the salesman from the burden of being a stock 
clerk, greater efficiency resulted. 

Luncheon ; 

A large gathering of members attended 
the April luncheon, the speaker being Dr. 
P. L. Bazeley, who spoke on the subject of 
Poliomyelitis as a Community Problem. Dr. 
Bazeley commenced work on the development 
of a polio vaccine in 1950, and in 1951 he 
went to America to work with Dr. Salk. 
The speaker assured members that Australian 
made Salk pene vaccine would be as good 
as, and perhaps better than, overseas Salk 
vaccine. If a successful vaccine had not 
been discovered, polio would have been an 
urgent national problem in twenty years’ 
time, because living standards and conditions 
were improving to such a degree that the 
population was not receiving the natural 
immunisation from early infection which 
people in more backward countries received. 
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Week-end convention 

The second week-end convention of the 
Division was held at the Clifton Springs 
Hotel, during the week-end 13-15 April, the 
general theme being Accounting Reports for 
Management Control. Fifty-five members 
were in residence during the week-end, and 
there were a number of visitors from Geelong. 

The Hon. A. G. Warner, F.A.S.A., Minister 
for Transport, officially opened the conven- 
tion and attended one of the technical ses- 
sions. Mr. Warner said that reports and 
statements prepared by accountants should 
be the tools of management and should be 
prepared in simple form. Managements would 
be misled unless they had a good under- 
standing of how statements were prepared. 

The opening technical session of the con- 
vention on the Friday was addressed by Pro- 
fessor Sir Alexander Fitzgerald, O.B.E., 
B.Com., F.A.S.A., who spoke on Accounting 
Reports as a Basis for Management Control. 
He said that people responsible for managing 
an industrial enterprise needed information so 
that they might know what was going on and 
when action should be taken. This informa- 
tion should be readily available from the 
accountant’s reports, which could provide 
background data to plan future policy. Sir 
Alexander summed up the essentials of effect- 
ive reports as promptness, simplicity and 
conciseness. 

On Saturday morning, Mr. E. E. Dunshea, 
Executive Director and General Secretary of 
Dunlop Rubber Australia Limited, spoke on 
Preparation of Accounting Reports. Mr. 
Dunshea said that many accountants were 
apt to think that their main mission in life 
was to report the past. He said that fortu- 
nately the number who thought that way 
was becoming less and less as time went on. 
Figures must be made to live if manage- 
ment was to function efficiently. The accoun- 
tant must make himself familiar with all 
aspects of the business he served, unless he 
was content to remain an historian. 

In the evening, members heard an address 
by Mr. R. D. Croll, Sales Manager of New 
Holland (Australasia) Ltd., who spoke on 
Presentation of Accounting Reports. He em- 
phasised the importance of a _ progressive 
approach to the problem and gave many 
illustrations of the importance of correct 
use of English, and of statistical tools of 
analysis. 

On Sunday morning, Dr. H. F. Craig, B.A., 
D.C.S., A.A.S.A., A.C.I.S., A.C.A.A., of W. D. 
Scott and Co. Pty. Ltd., conducted a financial 
case study. Members discussed the case for 
an hour-and-a-half in syndicates of ten, and 
later reassembled to continue their discussions 
under Dr. Craig’s direction. 

Members present enjoyed an interesting and 
pleasant week-end and made many social 
contacts with other members who had similar 
interests. 
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Deaths of members 

Divisional] Council records with regret th 
deaths of the following members during 
1956: Messrs. E. H. Barker, G. E. Barker 
F. N. Blacker, H. F. Cargeeg, E. Chadwick 
A. R. Filshie, A. Gay, J. B. Guille, M. 0 
Hanna, L. F. Ingleton, J. G. Kelly, ME 
McCarthy, W. F. Osborn, R. N. Talbett, G, 7 
Thomas and J. C. Wood. 


NEW SOUTH WALES DIVISION 


Annual meeting 

The third ordinary general meeting ¢ 
members of the Division was held in th 
Society’s Conference Room on Monday, % 
March. The State President, Mr E. A. Cupit 
occupied the chair and there was an atteni- 
ance of thirty-five members. 

The Chairman gave a résumé of th 
activities of the Division during 1956 an 
said that there had been most encouraging 
support given to the various functions during 
1955. He also stated however, that whe 
one compared the attendance figures with 
the total membership, one found that only 
about 10 per cent. of the metropolitan men- 
bers were taking part in the Society’s acti- 
vities in this Division. 

The report of the returning officer and th 
scrutineer on the ballot for the Divisional 
Council was received, and the Chairman de 
clared the four retiring members, Messrs. 
A. S. Deane, H. R. Irving, N. B. Lewis and 
W. G. Middleton, duly re-elected for a fur 
ther term of office. 

As there was only one nomination for the 
position of Auditor, the Chairman declared 
Mr. H. C. E. Wilton, F.A.S.A., duly elected 
to the position. 


Office bearers 

At the April meeting of the Divisions 
Council, the following office bearers wer 
re-elected: State President, Mr. E. A. Cupit; 
State Vice-President, Mr. C. M. Orr; Honor- 
ary Treasurer, Mr. A. E. Dent. 


Electronic accounting 

To assist members of the Division 
learn of the latest developments in machi 
accounting, a series of three lectures ™ 
Electronic Accounting and Data Processing 
was held in the Assembly Hall during March 
Three very interesting sound films in colow 
were presented during the series. The le 
turers were Messrs. D. C. Cumming, B.Com, 
W. L. Kerr, O.B.E., A.A.S.A.; and W. 
Jones, A.A.S.A. 


Broken Hill Branch 

The third annual meeting of the Broke 
Hill Branch was held at the Freemasons 
Hotel on Friday, 16 March. In the absence 
of the Branch Chairman, Mr. W. L. Burke, 
who had taken up residence in Sydney, i 
chair was occupied by the Deputy Bram 
Chairman, Mr. A. D. Hoskins. Presentiig 
the report of the Branch, he said that mee 
ings of members had been held each quart 
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and that the Council had been encouraged 
by the attendances of members and students 
at the functions arranged. 

After the formal business, an address en- 
tiled Supervision in Business Administra- 
tion was delivered by the State President, 
Mr. E. A. Cupit. The State Registrar also 
addressed the meeting on matters of interest 
to members and students. 

At the April meeting of the Branch 
Council the following office bearers were 
dected: Branch Chairman, Mr. A. D. Hos- 
kins; Branch Vice-Chairman, Mr. C. Crowley. 
Mr. M. A. Watson was elected to fill the 
casual vacancy on the Branch Council caused 
by the resignation of Mr. W. L. Burke. 


Neweastle Branch 

At the March meeting of the Council of 
the Newcastle Branch, Mr. C. Mead, 
AAS.A., was elected Branch Chairman, Mr. 
4. L. Fraser, A.A.S.A., Deputy Branch 
Chairman and Mr. D. M. Purcell, A.A.S.A. 
Honorary Branch Secretary. 


Coming events 

May 22: Credit and Collections Lecture 
May 23: Members’ Luncheon, Trocadero, 
1250 p.m. 

May 29: Credit and Collections Lecture 
June 5: Credit and Collections Lecture 
June 6: Divisional Ball, Trocadero, 8.30 
pm, to 12.30 a.m. 

June and July: Financing a Business En- 
terprise, series of four lectures. 

August: Some Aspects of Taxation, series 
of four lectures. 


Personal 

Mr. R. W. Joyce, A.A.S.A., who was Works 
Accountant of Australian Electrical Indus- 
ties Pty. Ltd., Albury, has been appointed 
Cost Accountant, Australian Electrical In- 
dustries Pty. Ltd., Auburn. 

The accountancy firm of Lister, Chester 
md Barnett, has opened a branch office at 
lightburn House, Petrie Street, Braddon, 
Canberra. 


QUEENSLAND DIVISION 


Educational Group 


A successful meeting was held in Brisbane 
m Thursday, 8 March, in the Oddfellows 
fall, 27 Charlotte Street, when a capacity 
udience listened with great interest to a 
tisussion on the subject of Holding Com- 
panies, 
The meeting took the form of a symposium, 
the three principal speakers were Mr. 
W. H. Butts, of the legal firm of Morris, 
Fletcher & Cross; Mr. J. W. Peden, F.A.S.A., 
‘partner of R. G. Groom & Co., Accountants; 
md Mr. W. S. Holder, Secretary of the Bris- 
tne Stock Exchange. 
After each speaker had delivered his ad- 
iss, discussion followed, concluding with a 
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general summing up by Mr. Peden. A vote 
of thanks was moved by Mr. A. Donnelly. 


Meetings of the Group are held on the 
second Thursday each month, and members 
should note that, until further notice, the 
location will be the Oddfellows Hall, Charlotte 
Street. 

At the April meeting Mr. J. G. Orr, 
A.A.S.A., spoke on Monthly Financial State- 
ments. 


Accountants and Secretaries Educational 
Society 
The following special lectures have been 
arranged by this Society: 


June 6: Some Aspects of Company Law 
as it Affects the Accountant and Secretary. 
This will be the John S. McInnes Memorial 
Lecture, and will be delivered by Mr. J. H. 
Hoare, a member of the firm of Thynne & 
Macartney, Solicitors, Brisbane. 


July 6: Income Tax—1956 Amendments. 
This paper will be delivered by Mr. W. E. 
Betts, F.C.A. (Aust.), Secretary of the Tax- 
payers’ Association of Queensland. 


The following is the programme arranged 
by the Society for the remainder of 1956: 


June 13: 5.30 p.m. Supreme Court. Talk 
on Court Procedure by Third Deputy Registrar 
of Supreme Court, Mr. E. P. Laracy, A.A.U.Q., 
Solicitor. 

July 19: 12.5 p.m. Tour of Income Tax Office 
via George Street entrance—time one hour. 
7.30 p.m. Talk in Taxation Building by Deputy 
Commissioner on Management of the Income 
Tax Office. 

August: Haigmore Coalmine (North 
Ipswich); afternoon tour of the adjacent 
S.E,A. Abermain Power Station; if time per- 
mits Mount Crosby Pumping Sation. At the 
request of the Coalmine the party will be 
restricted to adult males. 


September 12: 5.15 p.m. Money Order 
Accounting Section G.P.O. Speaker, Mr. V. 
Daley, recently on a special committee to 
improve Money Order Accounting in N.S.W. 

October 10: Evening Tour to Appleton In- 
dustries Ltd., and talks by the General 
Manager, Mr. Spalding, and the Secretary, 
Mr. D. Gray. 

November, date to be determined: 6 p.m. 
Grazcos Co-op. Ltd., Wool pooling store, 
Albion. Talk by company officials on wool 
pooling, shearing and accounting. 

Members desiring to participate in these 
activities should inform the organiser, Mr. D. 
Jolly, A.A.S.A., at 351 Queen Street, Bris- 
bane, telephone B 6926. 


SOUTH AUSTRALIAN DIVISION 


Annual meeting 

The ordinary general meeting of members 
of the Division was held at the Myer Apollo 
Dining Hall on Friday, 23 March, and was 
attended by 365 members. 
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The State President, Mr. L. A. Braddock, 
occupied the chair. In presenting the annual 
report of the Division for the year, Mr. 
Braddock referred to the activities which had 
taken place during the past twelve months. 
He mentioned particularly the establishment 
of the South Australian Research Committee, 
and the formation of a Branch at Mount 
Gambier. 


The President also referred to the activi- 
ties programme which had been drawn up 
for the year 1956, and mentioned that mat- 
ters were well in hand for the Port Pirie 
week-end convention on 25 May. 


Reference was made to the retirement of 
two members of Divisional Council, Messrs. 
W. St. B. More and B. R. Macklin, and it 
was decided to place on record an apprecia- 
tion of the services rendered by these two 
Councillors to the Society. Messrs. M. G. 
Kennedy and J. M. Jones were elected to 
Divisional Council to fill the vacancies caused 
by the retirement of Messrs. More and 
Macklin. 


After the meeting a smoke social was held 
at which the guest speaker was Professor 
J. G. Cornell, Professor of French Language 
and Literature at the University of Adelaide. 
Professor Cornell proved a most entertaining 
speaker, and his amusing and interesting 
address was enthusiastically received. Several 
artists provided entertainment during the 
evening. 


Activities programme 1956 


An alteration is necessary in the pro- 
gramme of activities for the year 1956. Pro- 
fessor Dixon, who was to have delivered a 
series of lectures, in addition to the endowed 
University lecture, will not now arrive in 
Australia until 1957. The Activities Commit- 
tee is at present considering an alteration 
to the programme, and members wil] be in- 
formed of details at a later date. 


Meeting of General Council 

The State President, Mr L. A. B 
and the Immediate Past President, Mr, ¢ 
George, represented the South Austr 
Division at the meetings of General 
held in Brisbane from 30 April to 2 


Election of Office-Bearers and Standing © 
Committees 


At the first meeting of the Div 
Council held since the ordinary general 
ing, the following office- ers were 
pointed for the year. President, Mr. 
Braddock; Vice-President, Mr. C. L. 
grave; Honorary Treasurer, Mr. Iii 
Bushby. ‘4 

The following committees wee appoi 

Executive and Finance Committee: 
President, State Vice-President, Hone 
Treasurer, Messrs. G. F. George, and 
Duncan. 

Applications Committee: Mr. C. L. 
grave (Chairman), Messrs. R. L. Mati 
and G. F. Seaman. ; 

Research Committee: Mr. R. L. 
(Chairman), Messrs. G. Kerr, R. S&S. 
land, J. Jones, M. G. Kennedy, 
Adam and H. Harrison. 

Library Committee: Mr. E. Mostyn ¢ 
rett (Chairman), Messrs. G. F. Seaman) 
M. G. Kennedy. f 

Activities Committee: Mr. J. A. 
(Chairman), Messrs. G. F. George and I 
Williams. 

Divisional Council representative on 
Students’ Society Council: Mr. J. M. J 


Personal 
Mr. L. G. Bushby, 


A.AS.A., has 4 
appointed Manager of the Executor Trl 
& Agency Company of South Austt 


Limited. Mr. Bushby has been a m@ 
of the State Council of the former fF 
Institute of Accountants and of the § 
since 1942. 


Australian Accountants Students’ Society 


VICTORIAN DIVISION 


March meetings 

Mr. J. §S. Egan, B.A., B.Ed., F.A.S.A., 
A.C.LS., A.C.A.A., conducted a series of three 
lectures on Advanced Accounting Stage III, 
on February 27 and March 1 and 5. The aver- 
age attendance at this series was sixty and 
once again justified the action of the Council 
in arranging lectures in series form. 


On Monday, 26 March, Mr. A. E. Speck, 
B.Com., F.A.S.A., F.C.1.S., spoke on Examina- 
tion Techniques and Disposition of Funds 
Statements. Eighty-two members attended 
this address on a subject which always ap- 
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pears to cause students a great deal of! 
culty. However, Mr. Speck’s clear 
cise explanations will no doubt have 
many of the difficulties experience 
students. 


May meetings 

Discussions on model answers to the 
examinations in Accounting and Av 
Stage I, and in Company Law and 
Stage Il, will take place on Mon 
May, and Monday, 28 May, respectively 
meetings will commence at 6.30 p.m. @ 
discussion will be led by Mr. A. E. 
B.Com., F.A.S.A., F.C.1L.S8. 
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